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COMPANIES & SHARES .... 


Ten Parliaments 


Left 


By the Editor 


HE Asian and Arab parliaments are 
going over like nine-pins, it seems. 
After Nasser, the Generals or the Colonels 
have taken over in Syria, in Iraq (with 
some blood spilt), in Burma (with oriental 
delicacy), in Pakistan (with surprising 
bluntness), in Thailand (with some em- 
barrassment) and in the Sudan. 

In this part of the world, at any rate, 
the surviving free parliaments number 
only ten: South Korea, Japan, the Philip- 
pines, Indonesia, Malaya, Singapore, Laos, 
Cambodia, Ceylon and the Republic of 
India. How long will they last, and 
what does it all mean? 

It is misleading to relate each coup to 
a single pattern merely because of their 
co-incidence in time. But they do have 
some elements in common. 

The typical pattern of events has been 
a new experience of universal suffrage 
and representative government soon after 
the war’s end; the coming into power of 
a popular mass movement that had cam- 
paigned for independence; the gradual 
deterioration in that party’s credit through 
failure—not always of its own fault—to 
carry out ‘its platform; a consequent 
demoralisation among its national and 
local leaders; an increase in place-seeking 
and corruption; growing resentment 
among the permanent servants of govern- 
ment at the double injustice of the politi- 
cians taking all the pickings and also 
preventing them from getting on with the 
job of governing and improving the 
country; and the final decision among 
the boldest of the military servants of 
government to take matters into their 
own hands. 

In no country has this been exactly the 
pattern. Some of the new dictatorships 
were never colonies at all, and so the 
element of particular disillusion with the 
reality of independence did not enter. In 
other places there was a “second chance” 
given to the politicians through the elec- 
tion of an opposition party into power 
after the discrediting of the former 
government party—but this merely de- 


layed the final result. In some countries 
it is not-yet clear how far the new army 
rulers are out to “clean up” politics or 
merely to enjoy for themselves the per- 
quisites of power formerly monopolised 
by the politicians. 

But in all the little revolutions that have 
occurred one of two motives has been 
outstanding. The Colonels have feared 
that dependence on popular votes would 
lead the politicians either to undertake 
disastrous alliances (for example with 
Communists or the extreme left) or to 
spend all their time (and a rising propor- 
tion of the national wealth) in keeping 
their seats. Autocracy, it is argued, is 
both safer and cheaper than democracy in 
a relatively poor country vulnerable to 
foreign influence. 

At least an autocrat does not have to 
keep his eye on the next election and his 
cheque-book ready for his supporters, nor 
does he have to pander to irresponsible 
opinion, nor need he cause the civil ser- 
vants to throw up their hands in despair 
because they are not enabled to carry out 
a consistent and ‘sustained policy. 

This only goes to show what many 
Western democrats: are, understandably, 
ashamed or frightened to admit, that the 
universal adult franchise is not necessarily 
the best way for the average Asian com- 
munity to manage its affairs.. A restricted 
franchise, based on education, employ- 
ment, property, might have worked. 
Confidence might have been maintained 
in a system of government that had only 
the stable and independent elements in its 
public to answer to. (The Communists 
recognised this from the start by using 
elections as a propaganda device for 
extolling the Government by single-party 
lists). 

This is not because the people of North 
Europe and North America enjoy some 
sort of superiority: of political wisdom: 
it is because democracy is only effective 
where the ordinary voter feels confident 
and independent enough to judge between 
issues—and to claim to be as good a judge 
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as the men he is electing. If he does not 
feel this, his vote will degenerate into a 
sort of religious or factional ritual. 

The feature of elections in many Asian 
countries since the war has been the im- 
portance of students, who have in many 
cases been the only persons of any 
education, sophistication and_self-impor- 
tance in the villages. Their enthusiastic 
advice has often decided the rural vote. 
Naturally their judgment cannot be 
expected to carry the same weight and 
maturity as the other experienced educated 
men whom they outnumber at the present 
stage of educational development. That 
is the difference between Asia and Europe, 
oversimplified. 

What then will happen under the new 


Colonels? Will they succeed in carrying 
through reforms and implementing a 
sénsible, cOnsistent policy? Or will 


power go to their heads and they in turn 
be reduced to simply maintaining them- 
selves in the trappings of power? No one 
can say yet. 

But most of the new leaders give the 
appearance of being reasonably honest and 
clear-sighted people and one hopes that 
they will give a relatively free rein to 
their better senior civil servants as well as 
resist the soldier’s temptation to foreign 
adventure. That they will follow the 
example of de Gaulle, another soldier 
called to clean up the politics of his 
country, rather than that of the pre-war 
Japanese militarists. 


More To Come 


The other question is of the remaining 
ten parliaments. Japan’s democracy is 
relatively stable, in spite of current 
antagonisms in the Diet, and in India the 
high calibre of the civil service has tem- 
pered the excesses of some of the 
politicians. Malaya is only at the begin- 
ning of her run and her democracy seems 
assured for the time being. Indonesia is 
uneasily trying to combine the military 
and the politicians’ power. 

But it would be surprising if the 
Sudan’s change of government were the 
last in the Arab and Asian world. If not, 
we should be ready with intelligent and 
sympathetic understanding to judge the 
individual case on its merits, and not 
come with a prejudged attitude based on 
abstract concepts of democracy and 
dictatorship. Democracy is worth fighting 
for if it works: if it does not, there is no 
sense in keeping the form without the 
substance when it means that good 
government is impossible. 
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| REPORTS OF THE WEEK 


Notes and comment on the week’s events in East & S.E. 
Asia, from our correspondents abroad and our staff in Hong kong. 


Singapore To Encourage Investment 


In Industries 


From G. G. Boland 
Singapore 


AIN interest in the politico-economic 
field last week was the publication 
of a bill to allow the profits of a pioneer 
industry to remain free from income tax 
for five years. ; 
Called the Pioneer Industries (Relief 
From Intome Tax) Bill, it is intended, 
said an explanatory statement, “to en- 
courage the investment of capital, local 
or foreign, in new industries which are 
not carried on in Singapore on a scale 
adequate to the economic needs” of the 
island. It follows some of the provisions 
of a similar law recently passed in the 
Federation. 

The Bill provides that the five years’ 
tax relief proposed should start from the 
date “when production in marketable 
quantities commences.” Orders may be 
made under the Bill declaring an industry 
to be a pioneer industry. Application 
may be made by enterprises for pioneer 
certificates to enable them to benefit from 
the tax relief. 

During its tax relief period, a pioneer 
industry may not distribute a dividend 
or bonus in excess of the amount by 
which its account is in credit at the date 
of the distribution. 

Another bill to allow an income tax 
allowance for fiv@ years on new capital 
expenditure incurred by an approved enter- 
prise has also. been published. The In- 
dustrial Expansion (Relief From Income 
Tax) Bill, is to encourage “expansion of 
existing industries, where such expansion 
would be of economic benefht or would 
have a beneficial effect on employment in 
Singapore.” 

The following is the proportion of 
allowance proposed for the five-year 
period from the date of production: 
When the value of the aggregate in- 
creased capital expenditure is $10,000— 
ten per cent allowance; when capital 
expenditure is $10,000 or above but less 
than $20,000—11 per cent; $20,000 or 
above but less than $30,000—12 per cent; 
$30,000 or above but less than $40,000— 


13 per cent; $40,000 or above but less 
than $50,000—14 per cent; and when 
capital expenditure is $50,000 or above— 
15 per cent. 


— And Malaya, Too 


From D. M. Fenney 
Kuala Lumpur 


WELVE industries and more than 
40 products which are to get “tax 
holidays” (be allowed to operate for up 
to five years tax-free) have been listed 
by the Federation Government in the 
first notice published under the Pioneer 
Industries (Relief from Income Tax) 
Ordinance. The tax relief is designed to 
encourage new industries to open in this 
country. 

Manufacturers who may be producing 
any of the products to be given pioneer 
status are advised to make objections to 
the Minister of Commerce and Industry, 
Mr. Tan Siew Sin, before Dec. 15. The 
proposed order declaring pioneer status 
for the industries and products named 
will be made immediately after that date 
if no objections are received. 

The manufacturers are asked “in their 
own interest” to forward full details of 
the production and capacity of their 
factories if they produce these goods 
otherwise newcomers to the industry may 
be given an unfair advantage over estab- 
lished manufacturers. 

The 12 industries are: Chemical, textile, 
wire products, toilet preparations, phar- 
maceutical, paint, plastics, cable and wire, 
electrical products and accessories, battery, 
electronic and communications equip- 
ment, and timber. 

Mr. Tan said he was satisfied that the 
development or establishment of the in, 
dustries named should be encouraged. 
He added that the industries mentioned 
were not being carried on in the Federa- 
tion on a commercial scale suitable to 
the economic requirements or develop- 
ment of the Federation. 
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— And Foreign Investors 
Are Interested 


JAPANESE motor firm, the Nissan 

Motor Company Limited, is plan- 
ning to set up an automobile assembly 
plant. in Malaya. Under Malaya’s 
recently introduced Pioneer Industries 
(Relief from Income Tax) Ordinance, 
local or foreign investors setting up 
communications equipment factories and 
a number of other industries in Malaya 
are exempted from income tax for up to 
5 years. 

It was also reported last week that 
a new company which will undertake 
civil engineering and construction work 
had been formed in Kuala Lumpur 
jointly by Chinese and Australian 
investors. The nominal capital of the 
company is more than M$1,000,000. 
This construction firm is the first of its 
kind to be established in Malaya. 

During the past three years, a number 
of Hongkong manufacturers had estab- 
lished enamelware, cotton textile and 
knitwear factories in Malaya. The 
labour problem in Malaya in the past 
had discouraged many other Hongkong 
investors from starting factories in the 
Federation. 

The situation has improved because 
the Federation is keeping communist in- 
fluence gut of its domestic politics. 
Kuala Lumpur’s new tax exemption offer 
and the assurance given recently by the 
Government to prospective investors that 
there would be no labour trouble, should 
provide enough attraction to foreign 
investors. 


More Dumping From Peking 
— Rice, Coal, Paper, Cement? 


UDGING from statistics published by 
Peking during the past few weeks, 
China will continue to dump more rice, 
coal and various light industrial products 
in SE Asia and other markets. Private 
reports from the mainland also disclosed 
that Chinese Communists were frankly 
telling the people that domestic consump- 
tion of consumer goods had to be 
curtailed so that the country’s earning in 
foreign exchange could be augmented 
through more exports. 

Rice Harvest Up—Peking claimed that 
the output of early rice this year totalled 
43.5 million tons which is 126 per cent 
higher than in 1957. Semi-late rice crops 
| yielded 56.5 million tons, 40 per cent 
‘| over that of last year. Peking trade 
representatives in SE Asia are already 
| offering to sell more rice to Ceylon, 


Indonesia and other countries. China’s 
rice export target for 1959 is said to be 
about 7.5 million tons. 

Coal Output 69°% Higher—The latest 
Peking statistics show that China’s total 
coal output during the first 10 months 
of this year was 221 million tons exceed- 
ing that of the corresponding period of 
last year by 69 per cent. Peking is 
planning to further increase the output. 
The country’s potential coal reserves are 
estimated to be about 1,500,000 million 
tons. Chinese coal is one of the items 
which Japan’ needs and had contracted 
to purchase before the deadlock of 
Chinese-Japanese trade talks. 

Textile Products—The Ministry of 
Textile Industry boasted that China’s 
output of cotton yarn this year would 
reach 6.66 million bales. This target is 
about 43 per cent higher than the record 
of 1957. 

China’s cotton cloth output, according 
to the Ministry, will reach 6,407.8 million 
metres, 26.8 per cent more than last year. 

Peking also announced that output of 
woollen fabrics this year would total 23.5 
million metres and silk fabrics, 195.2 
million metres representing increases of 
29.7 per cent and 85.45 per cent respec- 
tively over corresponding 1957 records. 
More than two million spindles have been 
added to China’s textile industry this year. 

Machine-Made Paper—The output of 
machine-made paper is expected to reach 
about 1.5 million tons this year, a 60 
per cent increase over 1957. Exports of 
paper, however, will not increase as much 
as 60 per cent because domestic consump- 
tion has increased considerably as a result 
of Peking’s endless cultural and political 
campaigns designed to brain-wash the 
whole population. 

In the consumption of paper, Peking 
is only demanding economy in usage; not 
drastic cuts for the sake of earning more 
foreign exchange. 

Cement Target—In April this year, 
Peking estimated that 1958 output of 
cement will reach 7.4 million tons repre- 
senting an increase of 11 per cent over 
that of 1957. Early this month, Peking 
reported that output during the first 10 
months this year exceeded that of the 
corresponding period of 1957 by 9.3 per 
cent. 

At a recent cement production confer- 
ence in Tsinan, North China, delegates 
from 27 provinces were told by the 
Ministry of Building to step up the pro- 
duction of cement throughout the country 
by building more native type kilns. 

Timber—Last week, Peking reported 
that China’s plan for 35 million cubic 
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metres of timber in the current year could 
be fulfilled. Output had already reached 
about 27 million cubic metres by the end 
of October. Timber output in 1957 
amounted to only 26.5 million cubic 
metres. 

In Hongkong, contractors are using 
more and more Chinese timber for 
building. Timber mills are exporting 
boards sawn from Chinese timber to 
overseas markets. Chinese plywood is 
also being used extensively here and 
reexported to SE Asia. 

Live Hogs and Frozen Meat—There 
are now about 200 million head of pigs 
in China according to the latest statistics 
released at a recent national conference 
held in Honan. This figure is 38 per 
cent more than the total number by the 
end of last year. 

China’s exports of live hogs are mainly 
directed to Hongkong. Peking also 
sends large consignments of frozen meat 
to this Colony. But the bulk of Peking’s 
exports of frozen meat went to Russia. 

Private reports from the mainland 
during the past few months disclosed that 
housewives in Shanghai and other major 
cities had to line up in a long queue 
early in the morning in order to buy a 
few ounces of pork. In the countryside, 
pork appears on the market only on 
festive occasions. 

China’s export promotion, particularly 
in marketing light industrial products, 
will intensify with the increase in pro- 
duction of above items as well as many 
other merchandise. Like any other 
countries in the World, China must 
export more to build up a_ healthy 
economy. 


Indonesia Produces More Rice 
But Less Rubber And Coffee 


JAKARTA’S Industrial Minister 

Sadjarwo told Parliament last week 
that Indonesia’s food production had 
increased this year. 

So far, about 9.6 million tons of rice 
had been harvested representing an 
increase of half a million tons over the 
total for the year of 1957. 

Indonesia’s maize crops this year have 
already amounted to about 2 million tons 
which is 791,000 tons more than last 
year’s harvest. The Minister also report- 
ed that under a five-year plan for 
increasing food production outside Java, 
20 agricultural centres with 100,000 
hectares of land each~would be set up 
next year—one each in North Sumatra, 
South Kalimantan and North Sulawesi. 

Rubber output in Indonesia, however, 
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registered a decline in the first half of 
this year; 118,600 tons as against 124,000 
tons in the first six months of 1957. 

Exports of rubber totalled only 222,600 
tons; 26.2 per cent in volume and 38.7 
per cent in value lower than in the first 
half of last year. During the first four 
months this year, Indonesia exported 
29,500 tons of rubber to the United States 
and 11,300 tons to the Soviet Union. 

Indonesia’s coffee production during 
the first six months was 62 per cent less 
than that for the same period of last 
year. Sugar output also dropped by 16 
per cent. Authorities in Djakarta blamed 
the civil war for the drop in Indonesia’s 
output of coffee and sugar. 


Malayan Dollar Rallies 
On Increased Rubber Exports 


From G. G. Boland 
Singapore 


HE Malayan dollar again strength- 

ened its position against the £ 
sterling on Noy. 13 and now stands at 
“normal top” for the first time since 
December 1956. The further rise on 
Nov. 13 of another one-thirty-second of 
a penny puts the Malayan Exchange 
Banks’ Association’s best rates to 
merchants at 2s. 4d. selling T. T. and 
2s. 44%d. buyirig T. T. 

This is the fourth time in 26 days 
that the dollar has hardened in terms of 
the {£, and it has now moved within 
its statutory limits of one-eighth of a 
penny on either side of 2s. 4d. since 
Oct. 18. Previously for 21 months it had 
remained weak at ,its “normal bottom” 
in relation to the £. 

Although no up-to-date trade statistics 
are available, the new upward move 
indicates that the balance of payments 
position is now in Malaya’s favour. The 
demand for sterling has dropped as im- 
port values have fallen by 11 per cent. 

Rubber exports are running at the rate 
of nine per cent above those for last 
year and both rubber and tin prices are 
at the year’s, highest levels. Business- 
men do not regard it as a boom because 
importing business is still slow, but expect 
the ‘currency to show a real expansion 
by Christmas. 

There are two big questions, however, 
which cannot yet be answered. Is the 
present better balance of payments posi- 
tion due to the financing of Russian 
rubber purchases which are made in 
transferable sterling? Is the rubber 
price likely to stay above 90 cents if the 
Russians, having satisfied their economic 


requirements, do not buy in this market 
in December? Should this happen, the 
dollar could easily weaken against the £ 
again. 

A certain school of thought in the 
market here believes that the rubber price 
can be maintained just below its present 
levél because under-bought countries, 
such as America, will enter the market. 

The rubber price on Nov. 12 went to 
92% cents a lb., its highest since August 
1957, but thereafter eased. 


Japan’s First Offshore 
Oil-Drilling Operation 


HE Petroleum Resources Develop- 
ment Company of Tokyo is con- 
ducting Japan’s first offshore oil-drilling 
operations off Michikawa beach in Akita 
Prefecture, Northern Japan. The first 
well is being drilled at a spot about two 
miles and a half from the shore. 

Drilling will be stopped during the 
winter but will resume in April 1959. 
The Company expects to strike oil at 
about 6,000 feet. Five more wells will be 
drilled in 1959. Thereafter, the Com- 
pany plans to drill 100 wells in the same 
area at intervals of 1,500 and 3,000 feet. 

Japan has so far obtained petroleum 
from only land resources. There are but 
few oilfields in Japan and most of them 
located on the sea along the coast. A 
few years ago, it was discovered that 
petroleum deposits also exist under the 
coastal waters. 

Surveys so far conducted have revealed 
that a vast continental shelf extends off 
Akita Prefecture. The continental shelf 
is submerged from 30 to 90 feet beneath 
the sea and is believed to contain rich oil 
deposits extending for nearly 25 miles. 
These are greater than any other oil re- 
serves so far discovered jn Japan. 

If the underwater ciel SIE deposits 
off Akita Prefecture are successfully 
developed, Japan’s total petroleum output 
will be trebled and amount to nearly one 
million tons, accounting for one tenth of 
the country’s total consumption. At pre- 
sent, petroleum constitutes more than 10 
per cent of Japan’s total imports. 


China’s Communes and the 
Textile Drive 


N indication of the way in which 
the communes may increase domestic 
demand for China’s products came in a 
recent news report from Peking. A 
conference of textile executives in the 
first week of November noted that pro- 


duction was still lagging behind needs, 


and gave as one of its reasons increasing 
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demand “especially after the introduction 
of the part-wage part-supply system in 
many people’s communes. . . .” 

The conference noted the alleged 
doubling of the cotton crop this year to 
3.5 million tons, and laid down the “four 
highs” (speed, output, quality and 
technique) and “four economies” (electric 
power, raw material, labour power and 
expenditures) necessary to raise pro- 
duction. 

But great emphasis will be given to 
groups of small traditional textile enter- 
prises as well as: the big modern mills— 
“just as a man needs two legs to walk.” 
The communes would help this, holding 
out the possibility of “funds provided by 
the communes, premises easily available 
in the villages and the use of manpower, 
animal power, wind power, water power 
and even power from automobile engines 
instead of asking for funds from the 
State and building new premises and 


power-stations.” 


The assertion of the novelty of the 
communes is still being broadcast by 
Peking. On November 6 Vice-Chairman 
Chu Teh spoke of the “unprecedented 
revolutionary energy” of the movement 
at a Russian reception for the~ 41st 
Anniversary: of the October Revolution. 
The Chinese people, he added, “have the 
confidence to accomplish socialist con- 
struction in a very short historical period 
and further to pass to Communism.” 
His Soviet listeners must have found his 
claims rather galling. 


Malaya Enjoying 
New Prosperity 


From D. M. Fenney 
Kuala Lumpur 


Kee LUMPUR’S importance as a 
commercial and trading centre since 
the Federation achieved independence 15 
months ago has astounded many of the 
critics who forecast a gloomy future. 
Today bankers and businessmen are 
prophesying that Malaya’s Federal capital 
will shortly become the nerve centre of 
commerce and industry in South-East 
Asia. 

Four New Banks—In lightning suc- 
cession, four new banks—the Bank of 
America’s National Trust and Savings 
Association, the Bank of Tokyo, the 
Bank of Bangkok and the Overseas 
Union Bank—announce they will open 
branches here. At presemt Kuala 
Lumpur is already endowed with at least 
10 rival banks, the majority of long years 
standing. 


November 27, 1958 


Stability of Government and a strong 
and healthy currency are the pointers to 
this new prosperity. 

The Vice-President of the Inter- 
national Bank, Mr. Burke Knapp, who 
has just» spent four days in Kuala 
Lumpur meeting Ministers and talking 
with businessmen, left, to use his own 
words, “greatly impressed.” The Inter- 
national Bank has just loaned M$107 
million to the Federation Government to 
help finance the Cameron Highlands 
hydro-electric scheme. According to Mr. 
Knapp, “any further loans Malaya wants 
will be given sympathetic consideration.” 

Oil-rich Brunei, too, has just chipped 
in with another M$100 million loan to 
the Federation. A few years ago, Brunei 
loaned M$60 million to help fight Com- 
munist terrorism. 

Rubber Replanting Campaign—Mean- 
while, the biggest-ever publicity campaign 
in the history of the rubber industry here 
looks like being a winner. The 
campaign started in September and is 
due to end next month. Already, it is 
estimated, 350,000 Malayans, many of 
them rubber smallholders, have taken the 
trouble to visit the mobile units, which 
by means of films and demonstrations, 
are plugging the theme: “New trees for 


old ... replant now with high-yielding 
rubber.” 
The Natural Rubber Development 


Board, which has helped organise the 
campaign, believe that it will go a long 
way to shaking the remaining hard-core 
of smallholders who in the past have 
failed to realise the importance of re- 
planting. 

In Malaya today there are nearly 
400,000 smallholders, producing 15 per 
cent of the world’s total supply of 
natural rubber. These smallholdings, 
averaging four to five acres, are support- 
ing average families of four who are 
almost entirely dependent on rubber for 
their cash income. 

The Federation Government has made 
the smallholders’ replanting programme 
their No. 2 priority, second only to the 
Emergency. However, the big difficulty 
is the human element involved. Small- 
holders naturally want to know how 
they are going to live for the next six- 
and-a-half years if they chop down all 
their old rubber trees and wait until 
their new high-yielding ones mature. 

The answer to this question has been 
the main object of the campaign, now 
being carried out by a team of 12 mobile 
units. Smallholders are shown that by 
planting catch crops like pineapples and 
bananas, together with a grant-in-aid 


from the Government, this interim period 
can be overcome. And, once the new 
rubber trees begin producing, their in- 
comes jump by almost three times over 
and above the revenue which was ob- 
tained from the old trees, 

Early indications are that many small- 
holders have “been fired with a new 
imagination of “things to come” judging 
by the number of questions they have 
asked and the interest shown. 

Malaya with its 6,300,000 population 
will no doubt become the world’s leading 
producer of natural rubber within the 
next two years, superseding Indonesia 
with its 70 million population. 

Two Million Tons of Iron Ore a Year 
—Another undertaking which stands to 
benefit Malaya substantially is the deci- 
sion by the Rompin Mining Co. Ltd., an 
offshoot of the giant Eastern Mining and 
Metals Co., to invest M$50 million in 
the opening of a new iron ore mining 
project, deep in the heart of the Pahang 
jungles in central Malaya. 

When this new mine comes into full 
production in three or four years’ time, 
it will be capable of producing two 
million tons of irpn ore a year. How- 
ever, in the first year of production it is 
planned to export only 800,000 tons. 

Japan is Malaya’s best customer for 
iron ore. 

Already the company has spent some 
M$3,500,000 on intensive geological inves- 
tigations over the past five years, together 
with detailed engineering studies and 
designs. The site of the new mine is 110 
miles up the Rompin River, which will 
involve laying a ‘railway line to get the 
ore to the coast for shipping. 


China’s Dependence 
On Soviet Union 


HE relations between China and the 

Soviet Union may ‘face an ideological 
test in 20 years’ time as Professor C. P. 
Fitzgerald, an Australian authority on 
China, predicted last week when he 
addressed the History Society of the 
University of Hongkong; but at present 
China is following Russia’s lead. 

In celebrating the 41st anniversary of 
Russia’s October Revolution, the Hongqi 
(Red Flag), a theoretical fortnightly 
published by the Central Committee of 
the Chinese Communist Party, adulated: 
“The mighty and peerless Soviet Union 
has continuously scored new, brilliant 
achievements in building Communism. 
She has continuously made many great 
contributions in strengthening the power 
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of the socialist camp and in the cause of 
safeguarding world peace, opposing 
imperialist . aggression and opposing 
With the support of the 
socialist camp headed ‘by the Soviet 
Union, no force in the world can check 
the development of the national revolu- 
tionary movements. The days- of the 
colonialist system are numbered...” 

Peking still needs Moscow’s help in 
industrial development. During the first 
10 months this year, Russia supplied 
China with complete sets of equipment 
for more than 20 big metallurgical, 
machine-building, power and coal indus- 
trial enterprises. By the end of this 
year, it is expected that more than 30 
major Chinese enterprises will begin full 
operations with the assistance of Russia. 
In addition to whole sets of equipment, 
the Soviet Union is supplying China this 
year with over four times as many 
machine tools, seven times as much 
power-generating equipment and over 
three times as much building machinery 
as in 1957. 

Under the Sino-Soviet agreement 
signed in August, Russia is to help 
China to build a large number of indus- 
trial enterprises during the second 5-year 
plan period (1958/1962). Among the 
47 projects of the first group of industrial 
enterprises under the agreement are 
plants for making hydraulic turbines, 
generators, and precision instruments; 
power stations; coal mines; oil refineries; 
and chemical works. 

Undoubtedly, China is dependent on 
Russia. Russian experts are helping 
Chinese technicians to design, build and 
run factories which are equipped with 
Russian machinery. In order to pay for 
this aid and equipment, China is send- 
ing the major portion of agricultural 
exports to Russia. Up to now, China 
still has a large debt to clear in its trade 
with Russia although during the past 
two years China has been exporting more 
to, than importing from, Russia. 


Peking’s Pressure On Macao 


ARLY this month, Chinese Com- 
munists completed a 800-yard cause- 
way across the West River linking Duck 
Channel just north of Macao and the 
large Lappa Island on the other bank of 
the river. Macao is situated at the delta 
of the West River and is linked to the 
Chinese mainland through a narrow strip 
of land. 

It was rumoured that Chinese authori- 
ties were blocking the flow of the water 
from the West River into Macao’s inner 
harbour in order to force the Macao 
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Water Works Company to purchase from 
the Chinese the right to pump water 
from the other side of the causeway. 

The Macao Water Works Company, 
however, denied the report. The 
spokesman of the company _ stated: 
“I heard nothing about any negotia- 
tion between our company and anyone 
and we have no reason at all to 
start any negotiation.” He pointed out 
that water from the West River also 
enters the inner harbour from the south 
but admitted that it is possible that such 
water will be mixed up with salt water 
from the sea. 


Reports from Macao‘last week disclosed 


that Macao Waterworks Company has 
engaged a team of three engineers from 
the Malayan Drillers Limited in Singa- 
pore to dig three to five deep water wells 
here. 

The project has actually been under 
consideration for some time but no 
decision was reached before Chinese 
Communists have built the dam. 

The intention of the Chinese Com- 
munists is clear; they want to control the 
supply of water to Macao so that they 
could further increase the pressure on this 
Portuguese Colony. 


Japan to Export More 
Cars to U.S.A. 


URING the month of October, 

Japan produced 12,463 units of 
midget cars breaking the previous record 
of 12,009 for June last year. The total 
output of all kinds of motor vehicles by 
9 leading car makers was 15,955 units 
during the month. 

Japan is exporting automobiles to 
some 65 countries at present. Sales 
of medium-sized Japanese-made cars in 
the United States are steadily rising. 

According to statistics released by the 
Bank of Tokyo Economic Research 
Department, Japan exported 1,402 units 
of automobiles in August for a total value 
of US$2,478,095, far exceeding in both 
number and value the previous - high 
attained in July this year when 920 cars 
($2.2 m) were exported. 

The August totals included 289 units 
or $435,858 earmarked for reparations. 
By destination, 494 units of passenger 
cars were exported to U.S., 286 units of 
various types of automobiles to Burma, 
172 to Thailand, 71 to Venezuela, 69 to 
the Ryukyus, 57 to Iran and 66 to Spain. 
During the first eight months this year, 
Japan shipped 996 passenger cars to U.S. 
and 161 to Hawaii. 


Taiwan’s Hopes of Boosting 
Trade with S. Vietnam 


From Francois Sully 
Saigon 


ITH the appointment of a Coun- 
sellor for Economic Affairs in 
Saigon, the Republic of China (Taiwan) 
is making a new effort to promote 
economic relations with South Vietnam. 
This Economic Counsellor, announced 
th Embassy of Nationalist China in 
Saigon, will have a staff of technicians to 
advise him on investment possibilities 
and Vietnam’s needs for technical 
assistance. It is a fact that the industrial 
development of South Vietnam is lagging 
far behind Taiwan’s. 

A 12-man_ mission of Chinese 
technicians which visited South Vietnam 
last July made a thorough survey of the 
country’s economic potential and natural 
resources. Upon its departure it pre- 
sented to President Ngo Dinh Diem 
several recommendations for economic 
and industrial development and stressed 
the possibility of economic cooperation 
between Taiwan and the Republic of 
Vietnam. 

The mission’s unofficial conclusion 
was: if fairly rich in natural and land 
resources the country was still lacking 
the proper climate in which a free 
economy can blossom and attract outide 
capital. President Diem, on his part, 
seems to believe that Chinese technicians 
can be very useful to his country because 
of their practical knowledge of the 
specific needs of a tropical, under- 
developed economy. 

Mr. Kuon Ching Chen, the Com- 
mercial Attaché at the Chinese Embassy 
in Saigon, is presently in charge of 
promoting trade between Taiwan and 
Vietnam. His office is in the new 
building of the Bank of Communications; 
with the Bank of China the second 
Taiwanese bank in Vietnam. 

Both Chinese state banks play an 
active role in the economic life of the 
country and handle a large share of local 
Chinese capital. They have recently 
made available the sum of 40 million 
VN Piastres (15 to a H.K. Dollar at the 
free market rate) as running funds for a 
textile plant to be built with local Chinese 
capital. 

The 20,000 spindles and 400 cotton 
loams plant is’ requiring a total invest- 
ment of 174 million Piastres. Equipment 
for a value of about U.S.$2.3 million has 
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been recently acquired in Germany, 
Japan, France, and -the U.S. The 
Chairman of the Vietnam Textile Co., 
Mr. Truong Duy Nhat is a Chinese who 
recently acquired Vietnamese citizenship. 

Mr. Chen’s second important role is 
being the agent for the Central Trust of 
China; a Government Agency which 
sometimes accepts a money-losing 
transaction in order to promote foreign 
trade. So far, trade between Taiwan and 
Vietnam has remained a one-sided affair. 
Duck feathers and rubber are the only 
products of interest for Formosan buyers; 
unfortunately Vietnam prefers to export 
them to the U.S. or France. 

Taiwan’s commodities imported by 
Vietnam are subject to the I.C.A.’s 50/50 
shipping provision: half of the goods 
must be shipped on expensive U.S. 
bottoms because they are exclusively 
purchased under the I.C.A. Commercial 
Import Programme. The U.S.O.M. 
mission in Saigon supplies the required 
foreign exchange. 

In practice, this regulation has an 
adverse effect on trade between the two 
neighbouring countries. While the 
freight-rate on Chinese vessels is U.S. $3 
per ton in the case of cement, the same 
commodity pays U.S.$12 on American 
ships. The result is several Formosan 
products are eliminated from the Vietnam 
market because of the high cost of 
shipping. The Taiwanese authorities 
have reportedly complained against this 
I.C.A. rule; without much results, it 
seems. 

During the first 10 months of 1958, 
Mr. Chen’s Office promoted the sale of 
about U.S.$2 million of Formosan 
cotton and rayon textiles to Vietnam. 
That is. about all. Until quite recently 
Taiwan was  Vietnam’s traditional 
supplier of sugar (55,000 tons annually). 

Vietnam is now protecting its local 
sugar industry and no exports took place 
in 1958. With the recent I.C.A. 
decision to resume financing imports into 
Vietnam of non-ferrous metals, Mr. Chen 
hopes to place some sizeable orders of 
Taiwan’s aluminium sheets. Taiwan is 
also willing to sell chemicals to the local 
industries of Vietnam. 

However, despite all this good will at 
business level, it is true that the key of 
Vietnam-Taiwan relations remains the 
partly. unsettled question of the important 
Chinese community in Vietnam. So 
long as Vietnam’s Chinese continue their 
two-year-old sit-down-strike on __ their 
capital the local economy will remain 
stagnant. 
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Peking 1s rapidly building up the 
strength and accumulating the wealth of 
the State. People in China, however, are 
discontented with its methods. 


Peking’s Achievements 


and Realities 


By Richard Ying 


EKING’S — Statistical Bureau last 
week claimed a greater, all-round 
economic advance in October and 
published the following figures to show 
the fulfilment of the national economic 
plan in the first 10 months of this year: 
Industrial Production—October _in- 
dustrial output totalled 11,900 million 
yuan, 12 per cent higher than the 
preceding month and 119 per cent over 
the same period last year. Total output 
in the first 10 months of this year was 
76,500 million yuan, 67 per cent higher 
than January/October 1957. 

Agricultural Production—Autumn and 
winter sowing was completed by the end 
of October over an area of 28.25 million 
hectares. Of this, 19.41 million hectares 
were sown to wheat, 77 per cent of the 
whole wheat sowing target; 2.13 million 
hectares to rapeseed, 52.9 per cent of the 
target. 

Communications and Transport—The 
total volume of freight transported by all 
kinds of vehicles in October doubled that 
of the same period last year; railway, 
transport increased by 59 per cent, 
waterways by 73 per cent and highway 
by 137 per cent. 

Commerce—660 million metres of 
cotton cloth were sold in October, 66.7 
per cent more than the corresponding 
month in 1957. The total value of retail 
sales in October reached 5,200 million 
yuan, 5.3 per cent more than the 
preceding month and about 33 per cent 
more than the same month last year. 


The Leap Forward 


These figures are naturally highly 
inflated. Nevertheless, Peking’s success 
in rapidly building up China’s light and 
heavy industries can not be disparaged. 
The important points to consider are: 


How are the Chinese Communists doing 
it? How does it affect other countries 
in SE Asia? How are the people in 
China taking it? 

The theme of China’s ‘leap forward’ 
drive is to produce more iron and steel 
for the development of heavy industry; 
to reap more industrial crops for the 
requirements of light industry; and to 
harvest more grains for the feeding of 
the growing population. 

After revising the targets early this 
year, the Chinese Communist Party 
realised that without introducing drastic 
measures in further “unleashing” the 
productivity of the people, these targets 
could never be fulfilled. The C.C.P. also 
needs more capital to finance various 
projects. 

Chairman Mao Tse-tung therefore 
boldly launched the People’s Communes 
Movement last Summer to gear the rural 
economy to the accelerated development 
of the country’s heavy industry. It seems 
that the organizing of the countryside 
into gigantic production centres has 
actually facilitated Peking’s exploitation 
of the people and consolidated the Party’s 
control over the population. 


People’s Communes in Action 


According to directives of the Party 
on the formation of people’s communes, 
farmers are required not only to grow 
more grains and industrial crops but also 
to produce iron and steel, construct their 
own transportation network, build their 
own reservoirs and power plants, and 
establish their own schools, hospitals and 
other welfare facilities. 

During the past few months, the C.C.P. 
has mobilised large groups of city dwell- 
ers and workers in industrial centres to 
work in the country. They are assigned 
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to tll the soil, gather manure, water the 
helds, set up primitive blast furnaces, 
construct roads, and do other manual 
labour. 

These measures help to increase the 
country’s steel output and the area sown 
to various grains and industrial crops. 
Adroitly, the C.C.P. has managed to get 
the work of two persons out of every one 
individual in the country—industrial 
workers must sweat on the land during 
their sparetime while farmers must 
operate blast furnaces after they have 
worked for the whole day in the field. 

According to Peking’s schedule, com- 
munes in the countryside will eventually 
merge with townships. As a matter of 
fact, Peking and other leading cities in 
China are already organizing lanes and 
streets into communes. 

The confiscation of private property as 
a result of the formation of communes 
directly increases the wealth of the state. 
Communes also free housewives from 
kitchens thus enabling them to do pro- 
ductive work for the state. It also per- 
mits the government to control more 
effectively the consumption of foodstuffs 
and consumer goods. 

Thus by forcing the people into 
communes, the C.C.P. is killing more 
than two birds with one stone. 


Outside Tension 


To a certain extent Peking has succeed- 
ed in persuading a small number of 
people to work selflessly under the 
leadership of the Party for the attainment 


‘of a great target—the material wealth of 


600. million people. The majority of the 
people, however, have to be whipped into 
action. 

And to justify the increased pressure 
on the people, Peking creates an outside 
tension by renewing the “Anti-U.S. and 
Liberate Taiwan” campaign. The deve- 
lopment of the Quemoy Crisis proves that 
Peking does not want a major war; only 


tension over the Formosa Straits is 
required. 

Promotion of Exports 
Peking’s achievement in producing 


more light industrial products and success 
. ape . . 

in curtailing domestic consumption of 
consumer goods are reflected in increased 


682 


exports of light industrial products to 
S.E. Asia and other markets. China 
must export more to earn badly needed 
foreign exchange not only to finance pur- 
chases from the West but also to balance 
part of the deficit accumulated in her 
trade with Russia. 


Textile Dumping 


The dumping of Chinese cotton goods 
in S.E. Asia and Africa has already 
caused world-wide concern. China is 
also exporting an ever increasing volume 
of cement, paper, rice, foodstuffs, sheet 
glass, timber, sugar and a large variety 
of other light industrial products to S.E. 
Asia and other markets. 

This trade expansion of Peking is not 
only forcing Japan out of the market but 
also hindering ‘the growth of industries 
in Malaya, Singapore, Hongkong and 
other countries in S.E. Asia. 


Political Trade with S.E. Asia 


Peking also utilizes the dumping of 
commodities in S.E. Asian markets to 
further her political aims. Indonesia is 
now leaning heavily towards the com- 
munist bloc on account of heavy economic 
aid from China. Cambodia and Laos 
also got economic aid from China; they 
are no longer anti-Communist. Ceylon 
and Burma -are maintaining friendly 
relations in order’ to exchange Chinese 
consumer .goods with rubber and rice 
respectively. 

Malaya, Singapore and Thailand, how- 
ever, have had enough: of Peking’s 
political trade. They are now taking 
measures to free themselves from the 
entanglement. 


People in China Discontented 


Discontentment among the majority of 
the people and resistance from the bolder 
ones are inevitable in a police state like 
that of China. Reports from Canton 
indicate that the rural population in 
Kwangtung and neighbouring provinces 
are being organized into communes with- 
out much enthusiasm, but they are afraid 
to put up any resistance. 

Last week, a France-Presse report from 
Peking stated that in an atmosphere of 
anxiety, the Chinese capital “is getting 
ready to take the giant step which will 
make the city one vast communist com- 
munity.” The report related: “The 
city is alive with rumours. Recently, a 
rumour swept the city that sewing 
machines were to be requisitioned for the 


garment-making co-operatives. At once, 
hundreds of housewives appeared in 
queues outside second-hand stores to sell 
their machines before they were taken 
away. Soon there was another rumour: 
all bank accounts: would be confiscated 
and handed over to the communes.” 

According to official communist 
Chinese publications which reached here 
recently, the top officials in Shantung and 
Liaoning provinces have been dismissed 
for apparent disloyalty to the Party. In 
Shantung alone, some 40,000 less im- 
portant functionaries have also been 
involved in the purge. 


Purges and Paper Tigers 


There are probably similar purges in 
other provinces. Many party members 
also doubt the wisdom of Chairman Mao 
in starting the communes movement so 
soon and in such a rush. Peking there- 
fore published recently Mao Tse-tung’s 
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treatise on “Imperialist and All Reaction- 
aries are Paper Tigers” and launched a 
nation-wide campaign to study this 
article, in which Mr. Mao recalled the 
accuracy of his predictions and analysis 
made some 20 years ago on the takeover 
of the mainland by the Communists and 
the gradual retreat of imperialist powers 
such as the United States and Britain from 
Peking’s sphere of influence. 


Always Correct 


By pointing out Mr. Mao’s past wis- 
dom, the C.C.P. is telling its members 
that the Chairman has always been 
correct and that the organizing of the 
rural population as well as city dwellers 
into communes must be carried out at 
all cost. It is of no concern of Party 
leaders that people in China are now lead- 
ing a dog’s life; the Party is only interest- 
ed in making the state strong and 
wealthy. 


Is the economic theory of the West 
suited to the problems of contemporary 
Asia? Mr. Kitamura, Professor of 
Economics at Tokyo Metropolitan Uni- 


versity, is now on leave from the 
University and is Chief of the 
Economic. Development Branch in 


ECAFE’s Research and Planning Divi- 
sion in Bangkok. In this article, supplied 
by ECAFE, he concludes that the con- 
struction of new economic thought in 
under-developed countries is a_ great 
intellectual challenge. 


Economic Theory In 
The Far East 


By Professor Hiroshi Kitamura 


Tokyo University 


N his recent book,’ Gunnar Myrdal, 
former Executive Secretary of ECE, 
asks whether western economic thought 
could be applied to the problems of the 
countries now engaged in laying the basis 
for industrialization. He observes that 
western thought is burdened by doctrin- 
aire predilettions born of the historical 
conditions of the advanced countries in 
which it was formulated. 

As the direction of research is 
necessarily changed and economic prob- 
lems are increasingly studied from the 
viewpoint of the under-developed 
countries, this “will imply the final 
liquidation of the old laissez-faire pre- 
dilections and, more specially, the free 
trade doctrine and the stable equilibrium 


approach.” Professor Myrdal sees here a 
historical challenge for young economists 
in the under-developed countries of today. 

In fact, he urges them not to be “led 
astray by the predilections of the economic 
thinking in the advanced countries” and 
to “have the courage to throw away large 
structures of meaningless, irrelevant and 
sometimes blatantly inadequate doctrines, 
to start their thinking afresh from a 
study of their own needs and problems.”? 
—A bold statement—but, how right is 
Professor Myrdal! 


* Myrdal G., Economic Theory and Under- 
developed Regions, London 1957. 


® ibid., p.100. 
* ibid., p.101. 
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A recent experience of mine in Bang- 
kok gave a rather conclusive answer. I 
mean the fourth session of ECAFE’s 
Working Party on Economic Develop- 
ment and Planning, held from 2 to 13 
September 1958, which was attended by 
a considerable number -of top-level 
economic planning experts from the 
countries within and outside the region. 
The composition of all ECAFE meetings 
provides a unique forum where the 
concepts of the advance countries of the 
West and the experiences of the under- 
developed countries of Asia and the Far 
East meet with each other. 


In this particular case, there were in 
fact especially fruitful two-way  inter- 
actions of thought: questions were raised 
from the experiences of the actual deve- 
lopment process, and when views were 
exchanged, the western economists were 
inclined to give some advice from their 
vantage points. But this process meant 
at the same time that the concepts were 
to be confronted with, and tested by, the 
facts of under-development. 


The difference in the economic outlook 
is, in many cases, reflected in different 
prescriptions of economic policy. In the 
countries, for example, where capital is 
in short supply, the profits “of public 
enterprises tend to be regarded as one 
of the important sources for capital 
formation to be maximized. Such a 
policy would not be acceptable in prin- 
ciple for the public utilities in a society 
of the type of the United States. 


Whereas the majority of the western 
economists, being concerned mainly with 
the problem of economic stability, take 
an alarming view of any inflation, some 
experts in the under-developed countries 
tend to recognize the inevitability of 
deficit financing. Major efforts are re- 
quired to raise the economy out of the 
stable equilibrium of low income-low 
productivity, and, from this point of view, 
they say, a mild inflation is certainly 
better than stagnation. 

From the. theoretical point of view, 
there are largely three sets of problems on 
which concepts and facts clash against 
each other. First of all, the problem of 
factor proportions must be analysed afresh 
from the point of view of the under- 
developed countries. The wide discre- 
pancy which exists between the economic 
concepts of the western world and the 
economic facts of the under-developed 
regions became apparent at this session of 
the Working Party in connexion with 
the discussion of two separate groups of 
problems. 


One group of problems is related to 
the relative contribution of capital to 
economic growth. The recent tendency 
in the economic thinking in the advanced 
countries has been to reduce the relative 
importance of capital to economic growth, 
as opposed to such factors as, technological 
changes, and to argue that the capital- 
output ratio, that is, thé amount of capital 
required to produce a unit of output, has 
in many cases been grossly overestimated.* 

When applied to the industrialization 
problem of the under-developed countries, 
the same reasoning would lead the 
western economists to a denial that capital 
is the most important limiting factor for 
the development of these areas. Some of 
the economists from the West in fact 
argued that over-all operational efficiency 
of the economy is more important than 
capital accumulation, and that much more 
in the way of economic growth could 
be gained by increased efficiency or 
employment than by changes in the 
availability of capital per head. 


Complementarity 


However, in a different context of less 
industrialized economies, this argument 
proved entirely unconvincing. In order 
to raise the level of efficiency and em- 
ployment, a large amount of capital must 
first be provided in this region, and the 
labour productivity is a function of capital 
used per head to a much greater degree 
than in the advanced countries. This 
complementarity of factors is one aspect 
of the‘problem which has largely been 
neglected in the western economic theory 
in its traditional form of marginal 
productivity. 

The ,theory of marginal productivity 
was also challenged in the context of 
another group of problems, the choice of 
labour-intensive or capital-intensive in- 
dustrialization. According to the tradi- 
tional theory, the productivity of capital 
is relatively high and that of labour is 
relatively low, where capital is scarce and 
labour . abundant. The relative factor 
endowments determine the relative factor 
prices, and it would seem more 
economical in such areas to use as-much 
labour as possible and as little capital as 
possible. 

The theoretical choice would therefore 
be unequivocally for labour-intensive 
industrialization. This prescription of 
the western economic theory, however, 
was in flagrant conflict with the general. 
policy approach adopted by the under- 
developed countries which seemed to put 
much more emphasis on capital intensity. 
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The main reasons are as follows: (1) 
there is a technological limit to the extent 
to which labour can be substituted for 
capital. The assumption of perfect 
divisibility and substitutability of the 
factors must be dropped. (2) In so far as 
labour productivity is a function of capital 
used in the productive process, the 
adoption of labour-intensive processes 
means a low productivity and a disguised 
unemployment with its unfavourable 
social implications. (3) Since a low 
productivity of labour means a small 
surplus over current consumption per 
capita, the further process of economic 
development is inhibited. Though 
possibly labour-displacing at the outset, 
capital-intensive industrialization may 
increase employment in a relatively short 
time to a greater extent than labour- 
intensive low-productivity approach. 

The complementarity in the structure. 
of capital itself, furthermore, has also led, 
in many cases, to the paradoxical situation 
that capital in the under-developed 
countries, though extremely scarce, has 
not always a high productivity and is not 
used with sufficient efficiency. On the 
contrary, the profitability of an investment 
depends to a large extent on the amount 
of capital already invested. 

This is also one of the reasons why 
capital does not seem to move in. the 
natural direction, that is, from the 
capital-rich to the capital-poor . countries. 
To the extent that the productivity of a 
factor does not depend upon its relative 
supply, the traditional theory of marginal 
productivity must be re-examined as to 
its validity in the under-developed regions. 

Second, as applied to the conditions of 
the under-developed world, the free trade 
doctrine requires to be modified consider- 
ably. Although the merit of comparative 
advantages is theoretically recognized, 
the under-developed countries are not 
prepared to sacrifice economic develop- 
ment for the sake of international 
specialization or to be bound to the 
traditional pattern of division of labour. 

Industrialization is needed: precisely to 
escape from the traditional reliance on 
unstable and inadequate export earnings. 
If, in addition, the opening up of the 
market for manufactures proves extremely : 
difficult, the under-developed countries 
of Asia and the Far East will be faced 
with the imperative to foster consciously 


“ See the econometric analysis of ‘Technical 
Change and the Aggregate Production Function” 
by Professor Solow in Review of Economics and 
Statistics, Vol. 39, No. 3, August 1957, pp. 
312-320; Fellner W., Trends and: Cycles in 
Economic Activity, New York 1956. 
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economic co-operation among themselves, 
especially in view of the increasing 
tendencies towards regional formations in 
other parts of the world. 

It was one of the most important 
achievements of the Working Party just 
concluded that first signals have been 
given to some efforts in the direction of 
regional co-operation in trade and invest- 
ment in the ECAFE region. A further 
study was suggested into the possibilities 
along the line of the Central American 
and the Latin American schemes. 
Though less than in Europe, the intra- 
regional trade in Asia and the Far East 
occupies a relatively much more import- 
ant place than in Latin America. 

Even if the lack of complementarity 
is felt in the economic structure of the 
under-developed countries of the region, 
this is, as one of their experts forcefully 
pointed out, exactly the justification for 
concerted efforts to create the comple- 
mentary structures desired. 

“Last but not least, there is the concept 
of economic planning itself which is one 
of the fundamental ideas underlying 
ECAFE’s’ whole work programme. 
Reflecting largely the political awakening 
of Asia as it does, the concept of develop- 
ment planning finds virtually universal 
acceptance and support by the countries 
of Asia and the Far East. 

When Thailand ushers in a new era of 
the five-year plan, there will be no major 
independent country in this region which 
has no economic plan or programme at 
all. In practically all countries, the State 
is taking over the major responsibility for 
promoting and planning for economic 
and industrial development. 

Now, it is true thatthe idea of 
planning is today permeating into the 
major part of the western world, the 
term being increasingly interpreted in 
the generic sense as “an attempt at 
rational calculation and control in the use 
of scarce resources.”® Economic planning 
does not necessarily mean a specific type 
of centrally planned society, but especially 
in the under-developed countries it does 
mean the end of the old laissez-faire 
ideals. When an economist from one of 
the advanced countries reiterated at the 
Working Party session his personal 
laissez-faire conviction and emphasized 
the importance of private initiative, the 
words fell largely on deaf ears. This 
could not be otherwise. 


The conviction expressed is exactly a 
kind of the predilections of the western 


5 Dahl, R. A. and Lindblom, C.E., Politics, 
Economics and Welfare, New York 1953, p. xxii. 


economic thinking, of which Professor 


Myrdal remarks that they are hampering 
the scholars in the advanced countries 
themselves in their efforts to be rational, 
but would be almost fatal to the intellec- 
tual strivings of those in the under- 
developed countries. 

Theoretically speaking, the consistent 
free enterprise system is based on the 
assumption that the market fulfils 
perfectly its functions as a device of 
communication for allocation of resources. 
Where the price system is more or less 
elastic and efficient, a policy which makes 
the best use of this mechanism may be 
meaningful. But the markets in the 
under-developed countries are  charac- 
terized by rigidities and imperfections. 

This is the basic reason why there can 
be no full or exclusive reliance on 
market forces and why programming 
and planning are needed. The actual 
market prices will in many important 
cases diverge from the equilibrium levels 
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which would be reached under perfect 
competition. For the purpose of planning, 
therefore, conscious devices are required 
to correct the market prices correspond- 
ingly. 

“Accounting prices’ and “shadow 
prices” are recognized as useful concepts 
in economic planning. In view of the 
existence of a wide range of external 
economies, the social productivity of an 
investment will differ considerably from 
its private profitability in the under- 
developed countries. Conceptual tools 
such as social cost need to be sharpened 
and utilized extensively in this context. 

From this cursory survey of the salient 
points of discussion, it will be clear that 
the recent session of the ECAFE Working 
Party fully vindicated Professor Myrdal’s 
thesis. Here is, in the opinion of the 
experts of the under-developed countries 
in Asia and the Far East, an intellectual 
challenge of historical importance. It 
must be met. 


Dr. Hsueh, of the Department of 
Economics and Political Science at the 
University of Hongkong, discusses the 
post-war position of public servants in 


Japan. 


Japan’s Civil Servants 
By S. S. Hsueh, Doc. és Sc. Pol. 


Since the end of World War II Japan 
has witnessed a great change in her public 
service. In the old days, the Emperor 
was, in theory at least, the master of the 
Japanese civil service, which was regulated 
by imperial ordinances. Matters concern- 
ing government officials were looked 
upon as the prerogative of the Emperor, 
to whom they owed obedience and 
loyalty. The old Government Service 
Regulations (Art. 1) declared that “the 
Government official shall make it a 
principle to be dutiful and diligent to the 
Emperor and His Government”. 

The new constitution, which is based 
on popular sovereignty, lends, as it were, 
a new look to Japan’s public administra- 
tion, The 1947 Constitution provides, 
inter alia, (Art. 15) that “the people 
have the inalienable right to choose their 
public officials and to dismiss them”. 

This stipulation provides an interesting 
comparison to the Meiji Constitution 
which gave to the Emperor the exclusive 
power to appoint and dismiss “all civil 
and military officers” (Art. 10). The 


former imperial officers now become the 


servants of the public. With the re- 
organization of the public administration 
in Japan, her civil service bears a 
democratic outlook. 

Under the present civil service system, 
Japanese government officials are broadly 
divided into national and local public 
servants according to whether they serve 
the State as a whole or local public bodies 
individually. However, certain groups 
of public servants (such as fire-defense 
personnel) are all local in character, 
whereas others (for instance, judicial 
officers) belong entirely to the national 
public service. 

Public servants in the national govern- 
ment are again classified as “special” or 
“regular” according to the nature of 
their work. In a nutshell, the special 
national service consists of government 
officials whose posts are generally 
referred to as “political appointments”, 
for which no examination or any other 
kind of ability test is either possible or 
desirable. It is the political background 
of the candidates, more than anything 
else, which often determines their 
appointments. 
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In such special public service are 
usually high-ranking officials including 
the Prime Minister, Ministers of State, 
members of the Board of Audit, con- 
fidential secretaries of the Ministers of 
State, ambassadors, ministers, and the 
like, whose appointments, as a rule, 
tequire the consent of the Japanese 
national legislature, the Diet. As a 
special group, these national public 
servants have their own laws and 
regulations governing their respective 
posts, which are distinct from those in 
the regular public service. 

On the other hand, the regular public 
service at the national level. consists of 
those government officials whose positions 
are legally recognized but who do not 
perform any kind of the special service 
as mentioned above. Most of these 
officials are engaged in the general 
administrative work of the government. 
As of October 1957, the two branches of 
the national public service counted 
approximately 1,300,000 members of 
whom 80°% were in the regular service 
and 20° in the special service. 


The fundamental law governing the 
central government officials in the regular 
service is the National Public Service 
Law, which was enacted in accordance 
with the spirit of the constitutional 
principle that “all public officials are 
servants of the whole community” (Art. 
15). Effective from Ist July, 1948, the 
said Public Service Law declares that its 
object is “to assure the people democratic 
and efficient administration, of their 
public affairs by establishing _ basic 
standards (including adequate measures 
to promote the welfare and interest of 
personnel) which shall be applicable to 
all personnel who are national public 
employees and by _ providing that 
personnel shall be so selected and directed 
by democratic practices as to promote 
maximum efficiency in the performance 
of public duties” (Art. 1). 


To enforce the provisions of the 
National Public Service Law, a variety 
of other laws have since been made. 
These include the Law for the Establish- 
ment of Position Classification Plan in 
the National Public Service, the Law 
concerning Compensation of Employees 
in the National Public Service, and so on. 

A central personnel agency was 
established for the purpose of implement- 
ing the National Public Service Law and 
many ‘others enacted pursuant thereto. 
Known as the National Personnel 
Authority, it is placed under the jurisdic- 
tion of the Japanese Cabinet because it 


is the latter’s constitutional duty to 
“administer the civil service, in accordance 
with standards established by law” (Art. 
Hy. 

The National Personnel Authority was 
neither designed to be a ‘super- 
governmental organ nor-an ordinary line 
department. The Authority reports to 
the Prime Minister but is not within the 
Prime Minister’s Office. In other words, 
the Authority has a status of its own and 
was intended to be, as much as possible, 
a non-political body whose job it is to 
determine and maintain the standards of 
the regular civil service in national 
administration. 

The National Personnel Authority is 
composed of three Commissioners. With 
the approval of the Diet, the Cabinet 
appoints these Commissioners and 
designates one of them to be the President 
of the Authority. The Commissioners 
rank after Cabinet ministers but receive 
similar remuneration. They are appointed 
for four years, but their maximum period 
of service is 12 years. 


N.P.A. Secretariat 


The day-to-day administrative work of 
the National Personnel Authority is 
carried out through the Secretariat under 
a director-general. With some 700 
employees of its own, the Secretariat has 
a number of bureaux, sections, and 
regional offices. Among the other organs 
of the Secretariat are the Board of Equity, 
the Grievances Review Committee and 
the. Accident Compensation Review 
Committee. 

The functions of the National 
Personnel Authority are exceedingly 
wide in scope, covering every aspect of 
the regular branch of the national civil 
service. According to the National 
Public Service Law which establishes the 
Authority, it is to develop, co-ordinate, 
integrate and order policies, standards, 
procedures, rules and programmes, and 
to recommend legislative and other 
necessary action for personnel with 
respect to a great variety of matters 
concerning public servants in the regular 
service. 

These include matters of recruitment, 
qualifications, examination, appointment, 
position classification, general welfare, 
demotion, transfer, promotion,  retire- 
ment, pension, and the like. The power 
of the Authority is especially great in 
formulating regulations and rules neces- 
sary for: the enforcement of the various 
laws governing the regular public service. 


685 


The National Personnel Authority re- 
ports to the Prime Minister and the 
Cabinet. It submits an annual report to 
the Diet on its work and expresses its 
views to the Cabinet and the Diet on 
legislative measures affecting the regular 
branch of the national public service. ‘The 
Authority maintains contacts with the 
Cabinet ministers through the channel of 
the National Personnel Council, a liaison 
body. 

The Council is composed of the per- 
sonnel directors of the various ministries 
and a director-general who, appointed by 
the National Personnel Authority, serves 
as the Chairman of the Council. The 
primary functions of the Council are to 
discuss personnel problems of common 
interest and to make recommendations to 
the National Personnel Authority on 
matters affecting the government officials 
in the regular national service. 

Industrial workers employed by the 
State enterprises constitute a distinct group 
of their own within the regular public ser- 
vice. Such employees are not governed 
by the provisions of the National Public 
Service Law. Their treatment and work- 
ing conditions are, as a rule, regulated by 
collective negotiations between the indus- 
trial workers and the personnel agencies 
of the State enterprises concerned. The 
Public Labour Relations Commission con- 
sisting of representatives of both em- 
ployers and employees has been estab- 
lished to promote labour-management 
relations and settle their disputes. 

The government officials in the special 
national service vary greatly in number 
and in the kind of their work. As a 
matter of principle, they are not subject 
to the jurisdiction of the National Public 
Service Law, which governs national 
officials in the regular service only. In 
some cases, however, certain provisions of 
the said Law apply mutatis mutandis to 
members of the special service engaged 
in the general administrative work, such 
as those in the legislative or the judicial 
branch of the government. 

Public servants at the local level are 
governed. by their own Local Public 
Service Law. Its general principles are, 
however, very similar to those in the 
National Public Service Law. As the 
local governments now enjoy a_ great 
measure of autonomy under the new con- 
stitution, prefectures, cities, towns and 
villages are allowed much freedom by the 
Local Public Service Law to enact bye- 
laws necessary for the administration of 
their respective local civil service. 

The local governments have their own 
personnel agencies generally known as 
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commissions. Prefectures and cities 
which have a population of more than 
500,000 have such commissions, whose 
functions are largely similar to those of 
the National Personnel Authority but on 
a smaller scale. Cities with a population 
of over 150,000 have either personnel 
commissions or boards of equity. 


A recent directive of the Chinese 
Communist Party calls for the “populart- 
sation” of higher education within fifteen 


In small cities, towns and villages, there 
are boards of equity whose job it is to 
handle grievances and to review appeals 
made by local officials. No formal 
relationship exists between the various 
personnel agencies, but . exchanges of 
information or any other kind of co- 
operation may be established as often as 
they are necessary. 


years. Mr. Newton discusses this revolu- 
tionary new policy and the reaction to it 
in Chinese university circles. 


Chinese Universities To 


Become 


“Proletarian” 


By Wyndham Newton 


HE educational directive recently 

published by the Central Committee 
of the Chinese Communist Party and the 
State Council, calling for the popularisa- 
tion—or rather _ proletarianisation—of 
higher education within 15 years is an 
historic document which, in its -revolu- 
tionary principles, tone and trend eclipses 
any previous Edicts of the Republic and 
even the famous Edict of the Emperor 
Meiji in Japan which ushered in the 
Meiji Era. 

It is profoundly proletarian, and as 
such runs counter to all the normal ex- 
periences and compulsions of historic 
truth in which equality, worshipped as 
a principle, is positively denied in prac- 
tice by natural selection. The commo- 
tion the Directive has caused among the 
professional educationalists may well be 
imagined. 

And proper University students and 
graduates, who have gone right through 
the normal avenues of promotion and 
education, must resent almost as deeply 
as the faculties themselves the description 
of “University” as now applied to in- 
stitutions established in a factory or 
directly related to work and study on the 
land—all the more so when quite un- 
educated persons who happen to be 
expert artisans or workers in some branch 
of technique like antkilling become 
members of their faculties. 

It is not merely a matter of holding, 
as the bourgeois professors are charged 
with doing, that universities must have 
imposing buildings, and famous pro- 
fessors with enviable degrees; it is a 
matter of elementary, competence and 
wide learning, and the quality of the 
education that is to be imparted. 


Undoubtedly this Directive, or Edict, 
has caused a positive convulsion among 
the whole of the intellectuals, long stirred 
to the depths of anguish, since their brief 
hour of expostulation during the first 
blooming and contending, by the endless 
“rectification,” bullying and hectoring by 
Party zealots determined to break down 
the last vestige of resistance and demand- 
ing quite openly the surrender not only 
of the hearts and bodies but even the 
souls of the intellectuals to the Party. 

But the revolutionary new system will 
undoubtedly be enforced. Only the out- 
come remains to be awaited. It is such 
a fundamental revolution in the basic 
principles and techniques of education 
that it is likely to be watched with very 
great interest by all educationalists, and 
especially the reforming element, in 
almost all countries. 

“Education is the enterprise of the 
masses,” says the Directive. “It is for 
the sake of the Socialist revolution and 
Socialist construction that the educational 
enterprise is essential to the people. 
Education must be run by an army of 
experts. Without a powerful army of 
experts the work cannot be carried out. 
The army of experts for educational 
work must, however, be linked with the 
masses, for education cannot be run in- 
dependently of the masses. It is wrong 
to mystify educational work through 
entertaining the belief that only the ‘ex- 
perts in education are capable of running 
education, that ‘the laymen cannot lead 
those who know the ropes,’ and that ‘the 
Party Committee knows nothing about 
education.’ ” 

“This kind of superstition can only 
hamper education in becoming the enter; 
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prise of the masses, and prevent educa- 
tional work from serving the cause of 
Socialist revolution and Socialist construc- 
tion in China, thus obstructing the 
development and progress of educational 
work, Education should be run under 
the leadership of the Party committee to 
unite the professional educational work 
of the masses’—a smooth interpretation 
which hardly succeeds'in disguising the 
revolutionary system of putting the whole 
process of education under the dictator- 
ship of the party, right the way through 
even to determining the future of the 
student as well as the professional teacher 
—in a control that is both intimately 
personal and direct and utterly systematic. 

The teaching of subjects must imple- 
ment with thoroughness the principle of 
linking theory to reality. Whenever 
possible, people with practical experience 
(Party cadres, model workers, labour 
heroes, and “native” experts) should be 
invited to teach together with the pro- 
fessionals under the control of the Party 
committees. The Party leadership per- 
sonnel in the schools must do everything 
possible to mix as one with the students 
in livelihood and in labour. They 
should eat, work, and live together with 
the teachers; all administration work, 
finance and construction plans should be 
made public to all; and relations between 
teachers and students should be based on 
democracy and equality. 

“The teacher should be in constant 
touch with the [students to find out their 
state of mind. . . . The principle of run- 
ning schools with hard work and thrift 
must be strictly observed. The outlay 
for a school must be spent in teaching 
and production. Everything should be 
done to cut down expenses which have 
nothing to do with the improvement of 
teaching work and the increase of pro- 
duction. 

“The whole country should accomplish 
in the main the task of wiping out 
illiteracy, instituting compulsory primary 
education, establishing middle schools in 
APCs (agricultural producer co-ops), 
and admitting most of the pre-school age 
children into nurseries and kindergartens 
within three to five years. Secondary 
and higher education should be vigorous- 
ly developed, so that in about 15 years, in 
the main, all the young people and adults 
in the country who meet the require- 
ments and have the desire, may acquire 
a highes education.” 

“We will devote 15 years or so to the 
universalisation of higher education, and 
another 15 years or so.to raise the level 


of higher education. The CCP Central 
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Committee and the State Council call on 


the whole Party and all people and 


educational workers in China to exert 
themselves for the accomplishment ot 
this glorious task in the cultural revolu- 
tion. The Party committees and people’s 
councils of the different provinces, muni- 
cipalities and autonomous regions should 
map out concrete plans in accordance 
with their own concrete conditions.” 

It was pointed out in authoritative 
comment that this policy could and 
should first be carried out in the factories 
and enterprises, because factories and 
mines were better. suited to the establish- 
ment of schools than the Government 
organs, the countryside and the streets. 

“The working class deeply senses the 
inconvenience of having no culture, and 


urgently want to learn cultural and 


scientific knowledge,” declared a writer 
in the Peking. People’s Daily, who added 


that these enterprises had good mechani- 
cal equipment and laboratories, more 
technical and engineering personnel, and 
veteran workers with plenty of practical 
experience who could play a role both as 
students and as teachers. 

The preamble of the long revolutionary 
directive, declared it to be “the mammoth 
historic task of the Party and the people 
in China to foster for the working class 
tens of millions of intellectuals who axe 
Red and expert.” The Party line in 
educational work “seeks to make educa- 
tion serve the proletariat politically, and 
to unite education with productive 
labour. In order to implement this line, 
educational work must be led by the 
Party, Marxist-Leninist political and ideo- 
logical indoctrination must. be carried out 
in all schools to indoctrinate the teachers 
and students with the class viewpoint of 
the working class, the mass viewpoint, 
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the collectivist viewpoint, the labour 
viewpoint or the viewpoint calling for the 
integration of mental labour with 
physical labour, and the dialectical 
materialistic viewpoint. 

The future direction is for schools to 
run factories and farms, and for factories 
and agricultural co-operatives to establish 
schools. The principle of combining 
unity with variety, universalisation with 
enhancement, and overall planning with 
local administration, must be adopted. 
The different greater co-operative regions 
should build up integral educational 
systems in accordance with their own 
conditions and needs. 

“Education must be run under the 
leadership of the Party committees. The 
educational workers in administrative 
districts must be linked with the masses. 
The mass line method of from the 
masses to the masses must be adopted. 


688 


The administration of education by the 
whole Party and all people must be 
implemented. We will spend 15 years to 
uniyersalise higher education. After 
that, another 15 years or so will be spent 
to enhance the work.” 

The directive claimed that great pro- 
gress had already been made in the 
elimination of the old type of education 
and that the task had already been well 
advanced of eliminating all systems of 
exploitation and all differences between 
countryside and city and between mental 
and manual labour. “A new man of all- 
round development in the Communist 
society is one who has both political con- 
sciousness and culture, and is capable of 
taking up both mental aid physical 
labour.” 

It was necessary to unite all in a firm 
struggle against the bourgeois ideas of 
education for the sake of education, of 
separation of mental from physical 
labour, and against the idea that educa- 
tion could be led by experts only. The 
class viewpoint must everywhere be in- 
culcated, importance given to political 
consciousness rather than scholastic 
attainments in the evaluation of the 
students, and in no case must the intro- 
duction of political subjects be banned. 
Productive labour must be listed as a 
formal course. If well led, it is of ad- 


vantage ethically, _ intellectually, or 
physically to the students, 
Schools must set up factories and 


farms, and factories and farms (or rather 
co-operatives, now communes) must set 
up schools, or co-operate with the same 
objects. Skilled workers should be sent 
them to teach production techniques and 
guide and organise their production. 
Attention is to be paid to technical as 
well as ordinary schools for the training 
of personnel, and the enhancing of the 
cultural level of all. 

Party committees and local govern- 
ments must lead these schools and help 
them in all ways. Party committees 
should head their administrations and 
develop Party and Youth League organi- 
sations among them. Responsibility in 
these schools should be vested in school 
committees, not in individuals. Party 
members should take the lead in class 
work, in political and ideological work, 
and in administration and management 
of production. Promotion of teachers 
must chiefly depend on their ideological 
progress. 

The development of large numbers of 
schools requires the mobilisation of all 
positive factors. There must be activism 
at the Central Government level, on the 


‘swiftly, 


local plane, in factories, mines, enter- 
prises, APCs or communes, schools, and 
among the broad masses. Because of 
this, the principle of combining unity 
with variety, popularisation with enhance- 
ment, and overall planning with local 
administration must be adopted. The 
object of education is to train worker 
with Socialist consciousness, and_ this 
applies to the country as a whole, for 
“any violation of this unity means the 
wrecking of the basic principle ctf 
Socialist education.” 

Under this unified objective, however, 
varied forms of schools should be 
developed simultaneously. This calls for 
the simultaneous promotion of schools 
run by the State and schools run by 
factories, mines, enterprises, and APCs— 
general education and vocational or 
technical education; education for the 
children and adults; full-time schools and 
schools which divide their time equally 
between work and study or spare-time 
schools; school education and _ private 
study (including correspondence schools 
and broadcast schools); and schools with 
or without tuition fees. 


Three Types of Schools 


That is to say, there are to be in China 
three main types of schools; first, the 
full-time schools; second, the schools 
which divide their time equally between 
work and study; and third, the schools 
for spare-time study with their various 
forms. 

Among these three types of schools, 
some are charged with the task of raising 
the educational level. Such schools must 
have complete courses, and pay attention 
to raising the quality of their teaching 
and scientific research work as well as 
the different branchgs of study. Without 
jeopardising their present standards these 
schools should exert themselves in help- 
ing to build new schools. But the direc- 
tive warns that any lowering of standards 
would have a harmful effect on the cause 
of education as a whole—a warning not 
without cause, for the insistence on mass 
in everything inevitably tends to pull 
down quality. 

In order to  popularise education 
large numbers of  spare-time 
cultural and technical schools and schools 
which divide their time over work and 
study should be developed. This is be- 
cause most of these schools, if not all, 
are self-supporting, and very few of them 
call for ‘government assistance. Apart 
from this, they are capable of finding 
teachers according to the principle ot 
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“using the capable as teachers.” The 
development of large numbers of these 
work-and-study schools at the moment is 
of “extremely great significance” in 
popularising education, in enhancing the 
technical level in agricultural and indus- 
trial production, and in raising the 
political consciousness and cultural staa- 
dard of the masses. These schools will 
gradually have their courses, equipment, 
and teaching staff improved. 

“There is a far-reaching future for 
spare-time schools,” says the Directive. 
‘As a result of the advance of technique 
in production and the development of 
industry and agriculture, working hours 
will in time be reduced. Then there will 
be no difference between  spare-time 
schools and work-and-study schools. 

The current school system ought to he 
actively and properly reformed and 
typical experiments should be carried 
out with entirely new school systems and 
the results reported to the Ministry of 


Education. After these results have been 
considered a new school system for 
universal application throughout the 


country should be laid down. 

The teaching matter for institutions ot 
higher education must be revised in real 
earnest through the process of contend- 
ing, blooming, and debating in which 
the Party committee, the teachers and 
students will be joined together under 
the Party committee’s leadership. Text- 
books for middle and primary schools 
should be compiled with the organised 
strength of the different provinces, 
municipalities and autonomous regions. 
The concrete conditions of each locality 
(such as the nature of crops, soil, water 
etc.) should be taken into consideration 
when these textbooks are compiled. 

The Ministry of Education should con- 
vene special conferences for different 
kinds of teaching materials to exchange 
experiences, to recommend better 
teaching material, to define the kind of 
teaching materials for general adoption 
throughout the country, and to lay down 
the minimum and maximum number of 
subjects for different kinds of schools. 

Under the unified date of enrolment of 
students for higher institutions, the local 
authorities have the right to lay down 
the academic qualifications required by 
their places in accordance with their own 
conditions. The unified academic re- 
quirements set up for the whole country 
are to be abolished. Local Party com- 
mittees will organise the co-operation of 
schools with industrial, agricultural, 
commercial, cultural and scientific re- 
search enterprises. 
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The Thai balance of payments worsen- 
ed in the first half of this year. What 
is the emerging pattern of her trading 
relations? 


New Imbalance In 


Thailand’s Trade 


JHE recent complaints from Thailand 
about the imbalance of trade with 
Japan stem from a trend that has been 


THAI COMMODITY EXPORTS 
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On the import side, the striking feature 
of course is the aggressive advance of 
Japanese shipments which, together with 
the decline of Japanese purchases of rice 
from Thailand, has been causing anxiety 
in Bangkok. 

Imports from the U.S.A. and the U.K., 
next largest suppliers to Thailand, have 
remained relatively stable over the past 
five years, but Singapore and Hongkong 


million Baht or thousand metric tons 


an ; RICE RUBBER TIN 
building up for some time. Thailand Gane ones = va 
has said that if the present situation con- eee “l) = AN ero oe Vie Hes 
tinues, Japan will have over-exported by (2) 739 325 318 31 112 3.9 
the end of 1958 to the tune of US$60 (3) 665 284 279 27 135 4.6 
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a year the imbalance was 812 million 3) 929 302 294 4 129 46 
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Japan maintained her lead in the period 1958 (1) 1,104 429 340 37 53 2.0 
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January-June as the largest exporter to 
Thailand with a record total of Baht 


1,038 million. Since 1953, Japan has Trade with the sterling area showed a have been climbing—because of the inter- 
nearly doubled her exports to Thailand. favourable balance, however, of Baht 384 ruption of direct Sino-Thai trading, 
The official customs returns, reprinted in million (Baht 67 million more than in mainly. Hongkong bettered its 1957 


the Bank of Thailand’s Current Statistics 
for August, 1958, show that the Thai 
balance of payments worsened by Baht 
709 million in the first half of 1958. 

Exports f.o.b. were valued at Baht 
3,531 million (against Baht 3,935 million 
in the first half of last year), while 
imports c.i.f. amounted to Baht 4,240 
million (compared with 4,323 million in 
the same period of 1957). 


the first half of 1957). With the dollar 
area there was a deficit of Baht 232 
million, compared with a surplus of Baht 
77 million in the same period last year. 

The accompanying tables show how 
commodity exports this year have de- 
parted from normal, reflecting the poor 
crops, and also how the pattern of Thai- 
land’s foreign trade has been altering 
over the last five or six years. 


figure slightly in the first half of this 
year without recapturing its 1956 level. 

On the export side the outstanding 
development is the continued fall in 
shipments to the U.S.A., which in the 
first half of this year actually fell to 
second place among Thailand’s customers. 
American purchases have been declining 
since their 1955 peak, but dropped 
severely this year. 


THAILAND’S TRADE 
million Bahts 


1. EXPORTS 

Half-ycar Singapore U.S.A Malaya Indonesia Hongkong Japan U.K Neths. TOTAI 
1956: C1) ahs cttornch ee 481 864 443 258 278 309 11) 123 3,328 
1956 2) eset 481 859 576 132 310 334 106 87 3,609 
POS OC) Aeon =, Secs 453 765 508 295 294 428 136 126 3,935 
|Sk 91 Olga er tineamrarate tes 514 732 615 149 24() 169 94 68 3,621 
£958, CIF Hea niet he 573 538 410 332 312 226 211 120 3,531 
Whole year d 

W953 were erent’... ots Mas 858 1,048 561 175 691 1,625 41 125 5,772 
IEE NS Sei aN 968 1,350 620 357 501 1,326 135 216 6,177 
1955s enor cet hace 880 2,097 855 192 618 1,261 170 211 7,164 
1LOSGaeeeeee. ee. aS 962 1,723 1,019 390 588 643 217 210 6,937 
LOS 7M eT ma 967 1,497 1,123 444 584 597 230 194 7,556 

2. IMPORTS 

Half-year apan U.S.A U.K. Hongkong Singapore Germany Neths. — Indonesia TOTAI 
1956 a) seta See 443 594 449 764 275 141 163 137 3,835 
POS G2) ote 205. sess 817 580 428 431 300 220 195 123 3,736 
OS TiC yiwe reyes case 953 667 490 360 264 335 310 153 4,323 
OD lL) ant eb S33 791 731 465 359 316 270 155 198 4,146 
1958 G1) F< ae.- Reorenes 1,038 754 459 401 316 272 178 178 4,240 
Ae ae ehaeeseeeas = 1,090 1,174 990 .69 50 374 656 359 6,472 
1954: Feed < oe 15522 1,331 934 363 40 506 645 454 7,022 
195 5 eae atte net irises 1,378 1,444 831 715 465 438 616 242 7,415 
KEYS Aree leant ee 1,260 1,174 877 1,195 575 361 358 260 7571 
NGS? We tthe oFouhe wee 1,744 1,398 955 719 580 605 465 351 8,469 
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America’s place has been filled by 
Singapore, which has been consistently 
importing about Baht 900 million worth 
annually over the last five years. In the 
first half of this year exports to Singa- 
pore climbed, however, to Baht 573 
million. Other countries buying more 


from Thailand were, Indonesia, Hong- 
kong and the U.K. 

Malaya was the other customer, apart 
from the U.S.A., to reduce its purchases 
in January-June of 1958, after having 
doubled its imports from Thailand be- 
tween 1953 and 1957. 


This article continues a series, the 
previous parts of which were published 
on November 6 and 13. 


Special Problems Of Fisheries 


In Poor 


Countries 


By Professor E. S. Kirby and E. F. Szczepanik 
(Department of Economics & Political Science, Hongkong University) 


PART III: 


S was pointed out in the introduction, 

the basic difference between pre-take- 
off and take-off economies concerns the 
rate of capital accumulation; in the 
former case this is about 5 per cent of 
the net national product, but reaches 
about 10 per cent in the take-off 
economies. Thus in “poor countries” 
there is a genera! shortage of capital. 
No wonder, therefore, that capital is very 
deficient in the fishery sector of these 
under-developed economies. We shall 
try to offer in this section some observa- 
tions concerning the possibilities of im- 
provement in this respect.?! 


The Nature and Availability 
of Capital 


Capital employed in fishery consists 
essentially of three items: craft, gear and 
the means of subsistence. Financing con- 
nected with the provision of the means 
of subsistence for the fishermen is com- 
paratively easy, although it cannot be 
neglected. Financing to secure techno- 
logical capital, however, presents a 
difficult problem. As far as craft is con- 
cerned, the use of the traditional sailing 
boat, a junk, is wide-spread all over the 
Far East, if this region is taken again as 
an example. Technical progress has 
proved, however, that it is not the most 
efhcient unit, from the point of view of 
both labour and capital utilization: better 
returns can be obtained from bigger 
boats and, generally, from mechanized 
vessels. 

But transition to the new type of 
fishing craft involves a heavy capital out- 
lay. Similarly, technical progress has re- 
volutionized the type of gear used in 
modern fishery. This also requires 
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capital. As a rule, neither long-term 
finance to modernize craft nor short-term 
finance to modernize gear is available to 
fishermen in the poor countries in sufh- 
cient amounts; hence the solution of the 
problem of financing this process is the 
basic condition of fishery development. 
This does not mean that the necessary 
capital does not exist at all. Quite often 
the problem consists only in finding the 
most appropriate channels of short- and 
long-term finance: private, cooperative or 
governmental. 

On the whole it is true, however, that 
the costs of improvements by way of 
better boats, engines, fishing equipment, 
handling, storage, processing and trans- 
port facilities are quite beyond the re- 
sources of the private undertakings. The 
fishermen are usually heavily in debt, 
while the merchants, even if they wish, 
cannot afford the facilities required to 
extend distribution. In some cases the 
volume of fish supplies may require but 
cannot justify the cost of even the most 
modest facilities, except perhaps where 
these can be shared with other commo- 
dities; but little has been done in this 
direction. Cheap loan capital is a pre- 
requisite of expansion in fisheries in vir- 
tually all stages of production and 
marketing, but the commercial risks 
involved are too great for private in- 
vestors to accept, and Government 
sources are as yet inadequate. 


Risk and Insurance 


The risks connected with fishery 
financing are comparatively very large 
and this explains the high cost of fishery 
finance, i.e. high interest rates de- 
manded by the fishery financiers. Thus 
the primary condition for improving the 
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flow of capital to fisheries in the poor 
countries is the reduction of inherent 
risks. Several methods to deal with this 
problem can be suggested. 

(i) Spreading of information obtained 
by oceanographic, meteorological and 
biological research, as well as by the 
study of the methods of fishing finding 
and catching, is the first way. It sub- 
stantially contributes to the reduction of 
fishery risks but does not entirely elimin- 
ate them. 

(ii) Combination and compensation 
of risks comes next. Various examples 
of this way of dealing with risk can be 
quoted: fishing for differential species by 
the same economic unit; combination of 
deep-sea fishing with coastal fishing; 
fishing with different methods by the 
same enterprise, etc. All these examples 
point to one common principle, viz. that 
through the operation of the law of large 
numbers, unfavourable events may be 
compensated by favourable events. 
From the economic point of view, this 
principle amounts to the establishment of 
an obvious case in favour of a large 
fishing enterprise. 

(iii) Thirdly, there is insurance. It 
is not applicable to all kinds of fishery 
risks. No insurance company will 
guarantee the price or volume of catches; 
but craft can be insured, as well as gear 
and the life of the fisherman. This 
method, moreover, could be made avail- 
able not only to large fishing units. Even 
small fishermen can use it if proper in- 
surance facilities are organized. 

A practical scheme of fish-boat insur- 
ance was inaugurated in Japan in 1937. 
It consists of a system of mutual in- 
surance of boats and fishing gear and is 
run by the fishing boat insurance associa- 
tions which are formed for this purpose 
by the boat owners. The Government 
maintains a special fishing boat re- 
insurance account which re-insures 90 
per cent of the total insurance sums. In 
1953 there were altogether 53 fishing 
boats insurance associations. 12,160 
vessels were insured for the sum of about 
$20 million.2? 

We believe that similar insurance 
schemes could be initiated in many 
underdeveloped countries. This would 


*t The following analysis is a restatement of 
the arguments presented by E. F. Szczepanik 
in “Economic Analysis of Fishery in the Far 
East”, Far Eastern Economic Review, Vol. XIX, 
No. 22, Dec. 1955. 


*? See E. F. Szczepanik “A Survey of Fish 
Marketing in the Indo-Pacific Region”, FAO 
Report No. 404, First FAO/ETAP International 
Fish Marketing Training Centre. Rome, 
1955, p. 80. 
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however involve, as in Japan, active 
participation of the government as re- 
insurer: or alternatively, the organization 
would have to be nation-wide in order 
to secure sufficiently large coverage to 
reduce the insurance premium as much 
as possible. 

(iv) Although price is not subject to 
insurance, the degree of price fluctuation 
can also be diminished. One way is to 
use storing as a sort of buffer-stocks policy. 
Another way is to spread market in- 
formation; in Japan for example, fishing 
units at sea are in radio communication 
with a number of markets and direct 
their fish to the markets with highest 
prices, thus levelling the price all over 
the country at a-fairly stable figure. 


Possibilities of an Increase in 
Capital Supply 


Important means of lowering the cost 
of fishery financing are: the reduction of 
fishery risks; insurance; price stabiliza- 
tion; and the improvement of financing- 
channels. None of them, however, pro- 
vide a radical remedy for the overall 
shortage of capita! available for fishery 
development in poor countries. To find 
such a solution, we have to go carefully 
through the list of the potential sources 
of capital in underdeveloped countries. 
The list is not a novelty to modern 
economists. It includes: 

(i) Savings; 
Taxes and levies; 
Loans; 
Foreign aid; 
Foreign investment; 
Better utilization of. opportuni- 
ties offered by foreign trade; 
Money creation; 
Community development 
jects. 

In theory, all these sources of capital 
formation can be applied for the purpose 
of fishery development. The accent on 
some of them may vary from country to 
country according to specific conditions. 
To ensure that the capital flowing from 
these sources is directed into fishery it is, 
however, first of all necessary to bring this 
sector of the national economies into 
national economic development plans or 
programmes at an appropriate level. 
This is much easier in centrally planned 
economies than in _ free-enterprise 
economies. 

Thus in China the current five-year 
plan envisages the output of aquatic pro- 
ducts to reach 2,807,000 tons by 1957, 
suitable fishery investment being under- 
taken for this purpose. Moreover, at their 
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recent national conference, the representa- 
tives of the employees and workers of 
aquatic products enterprises pledged that 
already in 1956 their output will reach 
3,040,000 tons, i.e. double China’s highest 
pre-war annual output.?* It is doubtful 
whether such a drive would be possible 
in a non-totalitarian country, but this 
example is certainly striking and deserving 
of consideration. 

We believe that the planned increase 
in China’s fishery output will be due not 
so much to the increase in capital outlay 
as to an increase in labour productivity. 
For the fishermen it may thus mean 
simply more “sweat and toil,’ but for 
the nation as a whole it will amount to 
an increase in the working capital, in the 
sense of an enlarged “subsistence fund” 
enabling the employment of industrial 
workers. They, in turn, will eventually 
produce capital goods necessary for the 
fisheries and the process may be self- 
perpetuating and cumulative. But the 
basic conditions on which this process 
depends seem to be twofold: 

(i) The fishermen should obtain 

guaranteed wages, and possibly 
bonuses for extra output above a 
certain level; 
The State should ensure that, in 
the planned output of capital 
goods, fishery needs are sufficient- 
ly provided for. 

In an unplanned free-market economy 
neither of these conditions is automati- 
cally secured. Fishermen seldom, if ever, 
get daily wages. Their earnings depend 
on the volume of catches, on fluctuations 
in demand, and often on the whims of 
the- middlemen. Under such conditions, 
there is no incentive for an increase in 
productivity. If real output goes up, 
owing to the bounty of nature, it does 
not automatically become the source of 
new savings and capital formation in the 
macro-economic sense. 

The increased output may be wasted, 
or prices paid to the fishermen may be 
depressed, leaving only higher profit 
margins for the monopolistically or- 
ganized middlemen. The failure of the 
marketing system, based on middlemen, 
to provide the fishermen with opportuni- 
ties for saving and investment in their 
own industry, is commonly recognized. 
t is proved by the age-long poverty of 
fishing .communities in all under- 
developed countries. 

The remedy for the inadequacy of 
opportunities for saving available to 
fishermen in poor countries is usually 
seen in radical institutional changes, all 
centering around the marketing problem. 


(ii) 
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Co-operative marketing societies, func- 
tioning in conjunction with a public 
marketing organization, cannot only 
eliminate the middlemen but also provide 
a sound system of compulsory saving for 
the fishermen. Hongkong affords an 
example.2° Furthermore, those societies 
can organize credit facilities for their 
members for the purpose of investment 
in craft, gear, equipment, etc. 

The main difficulty usually experienced 
by such co-operative marketing schemes 
concerns the question of price’ stabiliza- 
tion, which involves costly storing, 
refrigerating or processing facilities. 
Fishermen’s co-operative societies are 
seldom able to undertake such heavy 
capital outlays; therefore prices still 
fluctuate according to supply, the demand 
being usually fairly stable. Hence fur- 
ther and more radical measures have 
normally to be invoked. Governments or 
public authorities should provide the 
necessary capital. Without such help no 
substantial improvement can be expected. 

But the governments in poor countries 
are themselves poor. Opportunities for 
increased taxation seldom exist. An in- 
crease in the taxes imposed on middle- 
men would usually result in the shifting 
of the incidence of the tax onto either the 
fishermen or the consumers. We believe 
that there is nevertheless a possibility of 
imposing irregular levies on the middle- 
men from time to time, for the specific 
purpose of building up fishery develop- 
ment funds. As far as we know, this 
suggestion has never yet been put into 
practice. It seems to be worth trying. 


Government Loans 

In addition to fishery development 
levies, governments can raise internal or 
external loans for this purpose. A cer- 
tain amount of such bonds could prob- 
ably be placed among the middlemen and 
the fishermen’s co-operative societies. 
Firms providing various types of fishery 
equipment could also be regarded as 
potential subscribers. 

These and other policies in the internal 
capital market are well worth pursuing; 
but it seems unlikely that they would 


28 See E. F. Szczepanik, “The Elements of 
the Theory of Growth Acceleration”, Economics 
and Finance in Indonesia, Vol. 7, No. 8, Aug. 
1954, pp. 493-494. 

24 See Chiang Hai, op. cit. 

25 See J. T. Wakefield, “The Hongkong Fish 
Marketing Organization”, FAO Report No. 404, 
The First FAO/ETAP International Fish 
Marketing Training Centre, Rome 1955, pp. 
30-47. As a rule, a 5 per cent deduction for 
savings is made from the proceeds of each 
co-operativé member’s catch sold at the whole- 
sale fish markets run by the Hongkong Fish 
Marketing Organization. 
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produce a large flow of funds.*° This 
leads us, therefore, to external loans. In 
British colonial territories, the Colonial 
Development and Welfare Fund has 
often been made available for this pur- 
pose. The size of these loans and grants 
has not however been very large, as far 
as fishery is concerned. Perhaps larger 
claims could be made if the colonial 
governments were more certain that they 
knew how to use these funds. 

It is well known that colonial govern- 
ments are usually very reluctant to float 
loans of any kind abroad; this may 
be explained partly by the lack of 


technical experts who would use such 


funds, and partly by the absence cf 
imaginative economic planning. We be- 
lieve that the same applies to other 
colonial territories, besides those of the 
British Commonwealth. 

However, the prospective foreign 
borrowers among poor countries are now 
chiefly the newly developing independent 
countries, rather than the remaining de- 
pendent colonies. Fhese new nations 
prospects of getting foreign loans are 
complicated by various political considera- 
tions. The general trend of current 
opinion is in favour of loans granted by 
international financing institutions, which 
would not attach undesirable political 
“strings” to the loans. This solution is 
obviously commendable and we would 
like to stress the need of attracting the 
attention of these institutions to the 
demand for fishery development. 

The difhculty in this respect is how- 
ever one already mentioned above: a 
sound international financing institution 
-would be reluctant to invest in a country 
which does not possess the necessary 
technical skills to man modern refrigera- 
tion plants, or to run an efficient market- 
ing organization, etc. Thus capital 
investment projects are conditioned by 
general technical education in poor 
countries: the two problems should there- 
fore be considered jointly. 

On the international level the solution 
is normally found through U.N. Techni- 
cal Assistance, which attempts to provide 
expert services, publications, courses, 
training centres, etc. The difficulties are 
connected not only with the scarcity of 
experts (such as naval architects, fishery 
biologists, fishery ‘economists etc.) but 
also with the fact that the countries 
concerned often do not know what kind 
of experts they should seek to obtain. 

As far as private foreign investment is 
concerned the difficulties are also numer- 
ous. Political risks are involved, besides 
such technical uncertainties as were 


described above. But there are also 
countervailing advantages. We have in 
mind mainly the considerations which 
may guide foreign investors interested in 
promoting the sale of capital goods which 
are necessary for fishery development, 
such as boats, motors, nets, electronic 
apparatus, etc. The possibility of at- 
tracting foreign capital of this kind 
should not be neglected. There are 
examples showing that this method is 
workable. 

In the Far East, Japanese private capital 
is perhaps the most active in fishery 
development. More of it would be forth- 
coming if the countries concerned con- 
sidered this possibility more seriously. 
If models are required, we can mention 
the experience of Burma, where political 
risks are reduced by the organization of 
Burmese-Japanese fishing  enterprises.>* 
There is no reason why other capitalist 
countries of the West, which have 
developed industries supplying capital 
goods for fisheries, should not also follow 
this method. 

To complete our review of the poten- 
tial sources of capital for fishery develop- 
ment, we should mention the possibility 
of utilizing, for this purpose, the oppor- 
tunities offered by foreign trade. Several 
poor countries can offer a number of 
goods produced by them in exchange for 
foreign products. Examples are afforded 
by Ceylon (rubber and tea), Malaya 
(rubber), Indonesia (rubber and tin). 
The larger the potential export surpluses, 
the greater are the possibilities of earning 
foreign exchange for the purpose “of 
buying capital goods necessary for fishery 
development. 

Fishery products themselves can be 
used in this policy. This requires, how- 
ever, a conscious guidance of fishery pro- 
duction, so that it makes available for 
export the goods demanded abroad, such 
as oysters, sardines, crabs, glue, corals, 
pearls, etc. In general, such products 
must be comparatively light and valuable 
in order to reach markets as distant as 
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possible. Several countries in the Far 
East, following mainly the Japanese 
example, have already embarked on this 
line of fishery export development. 


Suitable market research might help con- 
siderably in this respect. 

If there are no other ways to accumu- 
late capital for fishery development, the 
process of money creation can also be 
used. As we mentioned in the introduc- 
tory section, inflationary sources can be 
applied to fishery development, because 
it leads to a fairly rapid increase in the 
output of consumers’ goods and thus the 
danger of an excessive rise in prices can 
be greatly reduced. 

Such schemes as the construction vi 
landing facilities, formation of fish ponds. 
building of market installations etc. can 
be financed by public authorities, on a 
moderate scale, from inflationary sources. 
Such projects seem to be suitable com- 
ponents of “community development” 


schemes. Thus these two development 
methods could be combined, with only a 
moderate amount of money creation 
involved. 


To conclude, there is a great variety of 
ways and means to secure the flow of 
capital for fishery development in poor 
countries. Our analysis has indicated 
however that there must be first of all 
knowledge of what is ‘wanted, and 
secondly the will to uchieve these aims. 
In other words, there must be a dynamic 
factor initiating and sustaining fishery 
development. This brings us to the dis- 
cussion of the entrepreneurial factor in 
fishery—-the subject of the next section of 
this paper. 

(To be Continued) 


*“Unless subscripuon to “Fishery Develop- 
ment Bonds” is made virtually compulsory, e.g. 
the Economic Construction Bonds in China. 

See E. F. Szczepanik, ‘Four Years of Fiscal 
Policy in Communist China”, Bulletin for 
International Fiscal Documentation, Vol. 1X, 
No. 4, 1955. 4 

°*" See E. F. Szczepanik: “A Survey of Fish 
Marketing in the Indo-Pacific Region”, FAO 
Report No. 404, p.48. 


Drainage and irrigation are essential 
for improving food resources. This article 
shows how the Federation of Malaya is 
tackling the problem. 


More Food 


For Malaya 


From a Correspondent in Malaya 


ILE after mile, as far as the eye can 


see, lush golden ears of padi 
ripening in the Malayan sun are today 


familiar scenes in coastal areas where only 
a few years ago wasted swamps covered 
the landscape. 
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The development by British engineers 
of these gigantic drainage and irrigation 
schemes throughout the country is one of 
the great transformations of post-war years 
in Malaya. Pumping machinery costing 
millions of Malayan dollars are now feed- 
ing water along straight canals fading into 
the distance and opening up tens of 
thousands of new acres for food growing. 

Today work is pushing ahead on 17 
more drainage schemes affecting almost 
500,000 acres, chiefly of existing small- 
holdings. The main sources of Malaya’s 
wealth are, of course, rubber and tin, but 
both these great industries are in many 
cases at the mercy of events outside 
Malaya’s control. They are products 
which have to be sold overseas and any 
recession or slump elsewhere in the world 
naturally affects both commodities. 

Thus a more balanced economy is desir- 
able, especially in view of Malaya’s in- 
creasing population, estimated to be at 
the rate of 200,000 a year. Local pro- 
duction of food still lags a long way 
behind total consumption but today, as far 
as rice is concerned, the country is pro- 
ducing about 60 per cent of its require- 
ments—the highest ever—and this figure 
increases year by year. 

Although Malaya’s Drainage and 
Irrigation Department is comparatively 
new, for it was only formed in 1932, it 
has brought a decent livelihood to some 
400,000 men, women and children on the 
land. Not only have rice growers bene- 
fitted by the work of this Department but 
also growers of coconuts and vegetables. 
Where coastal bunds have been con- 
structed to keep out sea water it has been 
noticed that within six months coconut 
palms have shown improvements result 
ing in larger nuts and higher yields. 

Malaya’s great pride, however, is the 
Tanjong Karang area, along the central 
west coast overlooking the Straits of 
Malacca. . Since the end of the last world 
war, just over 100,000 acres here have 
been reclaimed from the swamps and 
made into fertile land. About half of this 
area is now under padi cultivation and 
the other half is used for growing coco- 
nuts. 

Today 80,000 people are living in a 
prosperous and thriving community; roads 
and cinemas have been built, community 
halls and attractive new schools. Many 
of these farmers are also proud owners of 
cars, paid for because planned irrigation 
has been brought to them. 

But not only on Malaya’s west coast, 
where the soil has always been considered 
better than on the east coast with its 
monsoons from the China Sea, have better 
irrigation schemes been devised. In 


Kelantan State on the east coast recently 
a M$1.5 million pump-house and irriga- 
tion scheme was opened to bring new 
wealth to 5,000 acres and the settlers 
moving there. 

All over Malaya today large tracts of 
land are waiting to be converted to pro- 
ductivity, if not for rice, certainly for other 
crops. The opening up of thousands of 
acres of fertile alluvial land would be a 
very substantial contribution to the social 
and economic well-being of the country 
and development costs would almost cer- 
tainly be repaid many times over in the 
course of a few decades. 

Tt is work that must be tackled with 
determination. It offers tremendous scope 
to pioneers and it throws out a challenge 
to educated young men who would serve 
their country. But until Malaya can train 
sufficient qualified engineers to plan and 
design these great irrigation schemes it is 
British engineers who will be called upon 
to provide the constructional “know how”. 

Co-operative mechanised farming in 
some areas is just beginning to make itself 
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felt, but this is barely in its infancy at the 
moment. 

Money, naturally, is the deciding factor 
as to how fast Malaya will develop new 
areas. It is estimated that in the next five 
years $50 million will be needed by the 
Drainage and Irrigation Department to 
carry out all the schemes now on paper. 
This is a very large sum to find but there 
is no doubt that every effort will be made 
to see that the bulk of this amount is 
available when required. 

Practically everyone of the 35 British 
engineers attached to the Drainage and. 
Irrigation Department has agreed to re- 
main to serve the newly independent 
Malaya. This gesture has been welcomed 
by various Ministers including the Prime 
Minister, Tengku Abdul Rahman. 

In the paraphrased words of the Eng- 
lish writer Dean Swift: “Whoever can 
make two ears of corn or two blades of 
padi to grow upon a spot of ground where 
only one grew before, would deserve better 
of mankind and do more essential service 
to his country than very many others.” 


Demand for rice will change as 
populations and incomes rise and as 
government policies vary. This article 
summarises the FAO's analysis of future 
consumption trends, so important for 
Asian producers. 


The Changing Rice-Bowl 


EOPLE are eating about as much rice 

now as they did betore the war: 
current world annual consumption is 
about 140 million tons of milled rice, 
excluding Russia.* This is 30°, above 
the pre-war level, but so is the popula- 
tion. 

Total consumption has risen sharply in 
Asia, Latin America and Africa in the 
post-war period. North America has 
become a major rice-surplus area and 
Latin America has reduced its dependence 
on imports. Asian production has also 
expanded, but the continent as a whole 
no longer has an export balance and has 
in fact required considerable imports 
from North America. Europe is the only 
region where total consumption is lower 
than pre-war. 

On the whole, the improvement in per 
capita consumption has been concentrated 
in exporting countries; consumption of 
rice in most Asian and European im- 


* Based on the section “Trends in Consump- 
tion” in Commodity Reports, Rice No. : 9 
(September, 1958) of the Food and Agriculture 
Organisation of the UN. 


porting countries is lower than pre-war 
and indeed has fallen since 1948-52. The 
main forces influencing rice consumption 
are changes in population and incomes, 
in relative prices of other foods (parti- 
cularly cereals), in consumer tastes and 
in government distribution policies. 


Population Growth 


Nine-tenths of the increase in total 
consumption over the last twenty years 
reflects the rise in population. The U.N. 
estimates that by 1965 the Asian popula- 
tion outside of mainland China may be 
one-hfth more than in 1955. If consump- 
tion per head were to remain at present 
average levels, Asian rice requirements in 
1965 would be 14 million tons (milléd) 
more than in 1956-7, and Latin America 
on the same basis would require an extra 
1 million tons. 

The impact of higher population will 
probably be accentuated by the tendency 
for consumers to spend more on rice as 
their ,incemes rise. Household surveys 
in India and Ceylon suggest that ex- 
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penditure on rice in South East Asia rises 
roughly 5%, when real incomes go up 
by 10°%, other things being equal. 
Thus the Indian Foodgrains Enquiry 
Committee in 1957 estimated the possi- 
ble rise in Ifidian foodgrain consumption 
in 1955-60 if real incomes rose by 13%. 
With a population increase of 2% per 
year, and taking account of the changing 
pattern of population between rural and 
urban areas, an increase in total demand 
for foodgrains of about 15% was 
expected. This would require an addi- 
tional 10 million tons above the 1956 


level, of which roughly three-quarters 


would be “superior” grains such as rice, 
wheat and pulses. 


However, in rice-eating countries 
where incomes are relatively high 
already, such as Japan, the higher 


expenditure seems more likely to be 
slight, about 1 or 2%. The expansion in 
the actual quantity eaten (as compared 
with expenditure) is limited by the 
tendency to shift to more expensive types 
of rice as incomes increase—white rice is 
preferred to brown. In Europe and 
North America, demand for rice is not 
significantly affected by changes in in- 
comes, except possibly in Spain and Italy. 

In low-income countries, even small 
changes in price can influence consump- 
tion. But a price fall has a more direct 
effect on quantities purchased than a price 
rise. In many countries, when prices in- 
crease consumers buy lower grades and 
importers will mix more brokens with 
the higher grades to reduce costs. 


Government Policies 


Consumer preferences among __rice- 
eaters are strong, and so there is only a 
slight short-term effect on demand 


created by variations in the price of other 
foods relative to the price of rice. But 
the purchasing policies of governments, 
which frequently take the responsibility 
for supplementing domestic supplies 
through imports, are much more sensitive 
to relative price changes ‘in international 
markets. 

It is, in fact, precisely because of the 
pronounced effect on rice consumption of 
changes in population, incomes and 
prices, that governments in virtually all 
of the major rice-eating countries of Asia 
have adopted some form of direct or in- 
direct control over distribution—either by 
rationing or by controlling imports and 
exports, To some extent these controls 
serve only to facilitate an even flow of 
supplies onto the market. But consumer 
tastes are also, indirectly, affected. Fur- 


thermore, direct efforts are sometimes 
made to shift demand towards other 
cereals so as to diversify diets or reduce 
dependence on imports. 

Such schemes have had only very 
limited effects in India and Pakistan, 
but in Japan the strict rationing of rice, 
together with the provision of free school 
lunches consisting of other cereals (bread, 
noodles etc.), as well as complementary 
foods such as milk, has had a remarkable 
influence on the pattern of demand. 

In fact, even though the population 
is 28% higher and individual real incomes 
well above pre-war levels, total rice con- 
sumption in Japan today is no higher 
than in 1934-8. In most Asian importing 
countries the main stimulus to encourage 
a shift to other cereals was the post-war 
scarcity of rice available for export and, 
more recently, the concessional terms on 
which U.S. wheat has been available 


Trends in Asia 


Over 90°% of world rice consumption 
is concentrated in Asia. Consumption 
per head in the leading exporters has 
risen sharply, but has remained the same 
or gone even lower than pre-war in im- 
porting countries. Burma, Thailand and 
Cambodia have now replaced Japan, 
Malaya and Ceylon as the biggest rice 
eaters. 

Per caput (gross) supplies in Burma 
averaged about 140 kg. in 1956-7 against 
120 kg. in 1948-52 and 92 kg. in 1934-8. 
In Thailand supplies reached 176 kg., 
or 30% higher than in 1948-52 and 75% 
above the pre-war level. Similar in- 
are noticeable in Taiwan and 


creases 
Cambodia. 
With the outstanding exception of 


Thailand, where production has nearly 
doubled since pre-war, this expansion in 
domestic use has been achieved at the 
expense of exports. Following land re- 
forms, farmers have often been able to 
reduce marketings and eat more them- 
selves. Among countries which have no 
export surplus to draw on, consumption 
per person is about 30°% lower than pre- 
war in Malaya (126 kg.) and Japan (110 
kg.), and despite recent increases it still 
remains slightly below pre-war in India 
and Indonesia. " 

A notable exception is the Philippines, 
where the striking expansion in output 
has been reflected in a 10°% rise in per 
capita consumption since before the war. 
But where rice consumption is sub- 
stantially smaller, the deficit is at least 
partly made up through other cereals. 
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For Asia as a whole, consumption 
averages about 86 kg. per head. Outside 
China, per capita supplies are 10 kg. 
more than in 1948-52 and almost as high 
as before the war. But to secure the 
same amount of rice per person, the area 
required an additional 17 million tons 
(28°%) more than pre-war. In achieving 
this, the overall trade position has been 
reversed from a-net exporter to a net 
importer. Korea and Pakistan, two 
leading pre-war exporting countries, were 
substantial importers in 1956 and 1957. 


RICE CONSUMPTION 
PER CAPITA 


Gross supplies available, milled equivalent 


kilograms 


1956-7 1948-52 1934-8 


Buriite ches 140 120 95 
Thatlands any. 176 134 101 
"Faiwany s..ccs 142 148 82 
Vietnam sw... 69 59 _ 
Cambodia... 168 224 113 
india: Sewie Aaet cts 74 64 78 
Japaniga tenis. as 110 113 146 
Rakiistarts ccs. 0h 102 109 117 
Indonesia .... 88 80 Or 
ores 9°05. se 99 106 99 
Philippines ... 98 93 87 
Malaya- 

Singapore .. 126 143 167 
Ceylon.) Beene 101 108 136 
BIOs 0 reap eee 87 70 87 
TOTAL ASIA .. 86 73 88 
Latin America 21 20 13 
AEriGal? ate. AN 13 10 10 
North America 4.9 4.6 43 
Buropes: \ieenk 3.0 2.6 ee 
WORLD 

TOTAL 55 47 55 


This has occurred despite the immense 
and successful efforts to expand output, 
particularly in India and to a lesser ex- 
tent in Indonesia, Japan and Thailand. 
China apparently consumes 14 million 
tons more milled rice than in 1948-52 
and per capita supplies are well over 80 
kg., compared with less than 70 kg. The 
predominantly rice-eating population of 
China probably numbers more than 400 
million, 

Nearly all the rice in Asia is consumed 
direct as food. Most of the brokens are 
mixed with whole rice and very little is 
used for animal food or industrial uses 
(such as distilling, starch for laundry, 
and in the weaving industry). However, 
in Japan about 200,000 tons (2%) are 
used for the manufacture of sake and a 
similar amount for other industrial uses. 
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In Thailand there has been a marked rise 
in recent years in use for distilling and 
for poultry food. 


America, Europe & Africa 


The striking expansion in Latin 
American rice consumption has noticeably 
slowed down in recent years, and the 
region still accounts for only about 4°%/ 
of world consumption. In Ecuador and 
Peru output and consumption haye 
actually fallen, Nevertheless per capita 
supplies average 21 kg., or nearly double 
the pre-war levels, and in some countries 
they even approach Asian levels (over 
50 kg. in Cuba). Latin American pro- 
duction is three times as high as pre-war. 

The increase in consumption has been 
less marked in Africa and the Near East, 
although in recent years it has risen to 
13 kg. per person compared with the 
pre-war average of 10 kg. Population 
has risen by 40°% but rice production 
has doubled in the past twenty years, the 
expansion being centred in Egypt and 
Madagascar. 

There has been a shift from starchy 
foods like cassava to cereals, particularly 
rice, and in some of French and Belgian 
territories rice consumption has been en- 
couraged to diversify diets. Imports have 
risen, and the continent as a whole has 
now returned to its pre-war net importer 
position. 

In North America consumption has 
steadily risen. It is now nearly 900,000 
tons, much higher than before the war. 
U.S. production is three times the pre- 
war level, but this has been in response 
to price support programmes rather than 


domestic demand, and most of the in- 
crease is exported. U.S. per capita con- 
sumption at 3 kg, shows little change, 
although non-food uses have increased 
substantially. A quarter ‘of the total U.S. 
use goes into brewing beer. 

In Europe both total and per capita 
consumption (3 kg.) have risen in recent 
years, but remain lower than in 1934-8. 
Net imports, which used to supply nearly 
two-thirds of consumption, have shrunk 
to less than one-fifth the pre-war level. 
However, before the war about one-third 
of supplies were used for livestock feeding 
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or in brewing, reflecting the large imports 
(600,000 tons) of low-grade rice imported 
by France from Indo-China. 

Trade in brokens, though still signi- 
ficant, is now normally only a fraction 
of its pre-war size, and much of the 
‘decline in consumption has been con- 
centrated on non-food uses. Relative 
prices are an important factor in these 
uses, but generally consumer demand for 
rice in Europe, as in North America, is 
less sensitive to changes in incomes and 
prices and more affected by marketing 
techniques. 


Unemployment in Malaya 
From D. M. Fenney, Kuala Lumpur 


HE unemployment problem in the 
Federation is likely to become even 
more acute next year, following another 
10,000 odd boys and girls joining the 
labour market direct from school. The 
country has already been badly hit this 
year because of the tin restriction resulting 
in the closing down of many Chinese and 
European owned tin mines. 
It is estimated that more than 10,000 
tin miners have been sacked, but with 


typical Chinese resilience, many of these’ 


have begun growing vegetables. and 
rearing poultry on land.near to the shut- 


down mines, thus making a livelihood. 


without calling on charity. 

For the first quarter of next year, at 
least, the output of tin from Malaya will 
remain the same as for the latter half of 
1958. Fortunately, however, the price of 
tin continues to rise and is now well 


above the “floor” price. There are still 
hopes that sometime next year the 
restrictions will be lifted as tin once more 
finds its own level. 

Worried about the unemployment— 
and Malaya’s unemployment is but a 
“flea-bite” compared with many neigh- 
bouring countries—the. Government has 
established a committee to look into the 
problem. This week, the Malayan Trade 
Union Council put forward six. sugges- 
tions for halting a further deterioration 
of the situation. 

These were: Large-scale relief work; 
opening up of the country; setting up of 
small-scale industries and cottage indus- 
tries; establishing of new industries by 
the Government and Municipalities; land 
settlement and homestead farming; and 
introduction of an unemployment insur- 
ance scheme. 
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| HONGKONG AFFAIRS 


THE 16th EXHIBITION 


By The Editor 


N December 4 the sixteenth exhibi- 
tion of Hongkong products opens at 
Tsim Sha Tsui, in Kowloon. Once 
again the wares and goods of this Colony 
will be on show, and foreign purchasers 
will be encouraged to place new or 
increased orders with Hongkong manu- 
facturers, 
This year the exhibition will open 
under the cloud of restrictions abroad on 
the Colony’s textile products, and the 


greatest interest will attach to the other 
lines of manufactured goods available for 
overseas markets. It is on these, on the 
plastic goods, toys, footwear and fancy 
goods, that expectations will be placed 
next week. 

In the long run there should be no 
need for undue pessimism for the 
Colony’s products. The. American re- 
cession has turned, expansion is about to 
be unleashed in Britain, good crops -have 
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returned to most Asian agricultural 
countries. There should be good trading 
times ahead, even if there are question 
marks about the effect of the European 
Common Market, to begin next year, and 
about the severe competition from main- 
land China. 

One small point is worth making again 
about the Exhibition. The housing of 
the exhibits in their temporary site will 
once more. cost about $! million, but 
there are now signs that those who favour 
the establishment of a permanent site, 
avoiding this annual expenditure, have 
won over a majority of their colleagues 
in the Chinese Manufacturers’ Associa- 
tion. The interests of the Colony surely 
lie in a graceful, permanent house for 
the advertisement of its skill and 
resources to the world. 


A New Anti-biotics Venture 


JHE first Hongkong factory to prepare 
and package American anti-biotics 
is going up in Aberdeen, at a reported 
cost, with equipment, of HK§2.5 million. 
Antibiotics Limited, a Hongkong firm, 
will be supplied in bulk by Merck, Sharpe 
& Dohme, Inc., the U.S. pharmaceutical 
enterprise, and will subdivide penicillin 
and streptomycin into vials and packaye 
them for distribution in S.E. Asia. 

Pfizer Corporation has its headquarters 
in Hongkong for South and S.E. Asia, 
and bulk supplies of pharmaceuticals from 
the U.S. are made up into capsules and 
syrups and then packed in Japan, the 
Philippines and other countries in the 
area. But nothing of that kind is done 
in Hongkong. Similarly, A. S. Watson 
and Company Ltd. handle U.S. pharma- 
ceuticals, but packaged in the U.S. It s 
rumoured that Antibiotics Ltd. may not 
be the only firm to use Hongkong as a 
subdividing and packaging centre, and 
certainly the other distributors will watch 
the fortunes of this venture with keen 
interest. 

The advantages are many. Freight 
and other charges are saved through bulk 
shipments to the Colony, low-cost skilled 
labour is available and Hongkong is well 
placed for business facilities as a distribu- 
ting centre for the area. However, con- 
sumer preferences are rather sensitive 
with this type of commodity, and scep- 
tics say that penicillin under a Hongkong, 
as opposed to a U.S. label may take 
some time to become accepted. The 


Chinese sponsors of Antibiotics Ltd., 
started only last year, are said to have the 
Thailand market particularly in mind, 
and the goods will be marketed under 
Merck’s label. 

Certainly Antibiotics Ltd. is taking no 
chances with its plant, now in construc- 
tion. It is a highly complicated structure, 
and installation of the up-to-date sterilis- 
ing and other facilities is under the super- 
vision of an American expert. Winsome 
is building the factory, with Chan & Lee 
as architects. Production is hoped to 
begin in the first-quarter of next year. 


More Engineers? 


HE Government’s offer of $350,000 
to the University to help expand its 
Faculty of Engineering is a welcome 
move. The offer was in the terms that 
the Government would provide half the 
estimated cost of the $700,000 expansion 
programme, if the University can raise 
the other half. The programme will 
enable the Faculty train electrical and 
mechanical engineers instead of only civil 
engineers as at present. 

The Shell Company ‘of Hongkong Ltd. 
has already declared its support for the 
scheme and its readiness to give financial 
assistance, provided the degree is recog- 
nised by the Institute of Mechanical 
Engineers. Other local industrialists who 
were asked earlier this year whether they 
felt a need for such graduates and would 


help financially to have the new courses 
established have given favourable replies. 
It is to be hoped that they will now suit 
the action to the word and see that these 
needed technicians for the-Colony’s future 
as a manufacturing community are 
trained. 


Self-sufficiency In 
Public Servants 


HE Colony should congratulate itself 

on the extent to which gaps in 

the technical and professional ranks of 
the public service have been filled locally 


in the last two years. The proportion of 


posts referred by the Public Services Com- 
mission to London because they required 
qualifications not available in the Colony, 
was. 4.44% in 1957 and 4.26% in 1956, 
compared with 9.31% in 1954. As Mr. 
J. R. Jones, Chairman of the Commission, 
declared in his two-year report last week: 
“When it is realised what extensive ex- 
pansion has taken place in the last two years 
in medical services, clinics and social welfare, 
in the educational department, in the building 
of schools, hospitals and resettlement dwell- 
ings, in the construction of new roads, a new 
airport, and other public works required to 
cope with the sudden and rapid increase of 
population, and the need to supply the Colony 
with water and other necessary amenities, it 
is surprising that the additional technical and 
professional staff needed was found without 

a much greater increase in recruitment from 

overseas,” 

Only 177 officers were recruited 
through the Secretary of State or the 
Crown Agents in 1956 and 1957, of 
which the majority were for the Medical 
and Public Works Departments, and 
teachers. 
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Textile Order Missed 


HE Hongkong cotton mills have 

fallen down in failing to get the 
order from Burma this year for the 
processing of American cotton. Last 
week in Rangoon the contract was signed 
with Japan, under which Japan will 
supply Burma with cotton textiles or 
yarns against ‘delivery of U.S. cotton by 
Burma in partial payment. The U.S- 
Burma agreement, under which Burma 
buys about Kyat 60 million worth of raw 
cotton, was signed in May, 1958. 


Last year Burma imported large 
quantities of cotton textiles from Paki- 
stan and China against rice exports, but 
this year Rangoon has curtailed exports 
of rice to China and consequently 
imported less Chinese cotton textiles. 


Hongkong spinners and weavers are 
similarly anticipating orders from 
Indonesia, which will be receiving about 
U.S.$25 million worth of cotton out of 
America’s agricultural surplus. 


But Hongkong should be processing 
the U.S. material for both Rangoon and 
Djakarta. More efforts to get this kind 
of business should be made, and with 
Government help and encouragement. 


Free Parking On Trial 


ERIOUS decisions will soon have to 
be made about the Colony’s traffic 
problems. The number of private cars 
registered in Hongkong has almost 
doubled in the past four years, and last 
week’s annual report of the Commissioner 
of Police, Mr. A. C. Maxwell, shows that 
in March there were a record 34,457 
licensed vehicles on the road. 


The Commissioner warns that the limit 
has almost been reached in the extent to 
which traffic flow can be maintained by 
physical efforts on the part of the police. 
Restriction of parking must surely be the 
next step. 


In many giant cities the motorist who 
chooses the comfort of his own car rather 
than public transport is now expected to 
pay for the privilege. The continuation 
of free kerbside parking in the central 
urban areas needs reconsidering. in 
Hongkong. 

But as a start perhaps motor repairers 
could be prevented from carrying out 
their work and making their profits on 
the public roads, which were meant for 
transport and not for private business. 


Aid For Hongkong 
Farmers 


VER $1.4 million has now been 
loaned to farmers by the Kadoorie 
Agricultural Aid Association. By the 
end of September over 12,000 applications 
had been received of which nearly 10,000 
were approved. By the end of September 
just over $600,000 had been repaid by 
farmers in receipt of loans. 


HONGKONG SHIPPING STATISTICS 
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These facts stand greatly to the 
credit of the K.A.A.A. and those who 
manage it. Particularly encouraging is 
the livestock improvement scheme. As 
Mr. W. J. Blackie, Director of Agricul- 
ture, Fisheries & Forestry, declared last 
week, this scheme serves as an educational 
medium by which local farmers and co- 
operatives are beginning to appreciate 
recommended methods of feeding and 
management. 


September 1958 


Vessels Cargo 
Flag Arrivals Departures Import Export 
No. Tonnage No. Tonnage (tons) (tons) 
Bish Wecasee atte cate 123 383,358 131 394,556 106,441 53,155 
Ghineses akc oe on 32 12,311 35 12,835 15,066 2,080 
Danish Ges, eer ae ee 17 57,899 15 52,169 9,608 5,665 
Dutchiryr-<e estes Se 20 77,575 20 71,731 12,113 8,531 
Prenchizes <yee. ..20 ce 8 39,259 8 39,259 1,139 1,816 
German aeens oc. dee 6 32,402 6 32,402 3,347 3,115 
MRAM Bes: = ernst «sane 1 2,749 1 2,749 80 transit 
Ltaliane ns. 5 eee ere. 3 13,876 3 13,876 749 110 
Japanese sr. Re... 63 204,634 63 201,438 23,485 33,554 
Koreans iia. wsthann< 4 8,503 5 10,670 2,481 1,058 
EADeTIAN aes oe eesrogs oct 3 6,368 3 6,368 594 4,100 
Norwegian .......... 38 116,527 37 115,516 91,994 16,857 
Panamanian ......... 13 30,518 12 25,471 15,703 5,790 
Philippine 1 S..4)..... 2% _ — 1 153 _ — 
Polish) Ofcom: eeieahias® l 3,801 1 3,801 700 75 
Swedish we iscnsiees davixeys 7 22,159 7 22159 3,472 3,497 
NO SAS Baan itt esate 21 112,529 21 112,529 8,255 5,149 
PYMSOSIAVIAM oh stale cricucent 3 D242 3 5,242 2,385 850 
Greek 8k since dadinac 2 11,239 2 11,239 —_— — 
Indonesian (jz wnGdte nse — — 1 2,258 —_— — 
4 NXE) We ener Sere 365 1,140,939 375 1,136,421 297,612 145,402 
New Textile Factory 
Dear Sir, Hongkong, for one factory, is just 
ridiculous. The site could certainly not 


On page 664 of the last issue of your 
weekly (and may I congratulate you on 
the improved layout and content) you 
include an item of news regarding a new 
textile factory. You state that one may 
be “surprised” at the announcement, but 
on reading further I would say one is 
“amazed” at such arrant balderdash. 

The sponsors of this project are said to 
be negotiating for the purchase of a 
million square feet of land. A million 
square feet is roughly half the size of 
Victoria Park and that, in land-hungry 


be purchased for less that HK$1 per 
square foot which is an extremely large 
outlay prior to building. And where 
does, this new factory intend getting the 
water? 

I suggest your informants come down 
to earth and put forward a practical 
proposition—say 20,000 square feet at 
Tsuen Wan. 


Yours faithfully, 
REALTOR. 
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HONGKONG'S TRADE 


Imports From China, U.K. & 


Japan Continue Large 


By Richard Ying 


HE Hongkong Textiles Negotiating 
Committee announced last week that 


sufficient agreement had been reached’ 


among local textile manufacturers to 
justify the drawing up of a reply to the 
British Cotton Board. The reply will be 
sent to the United Kingdom after another 
meeting on. November 25. 


Meanwhile imports of foodstuffs from 
China and consumer goods from the 
U.K., Japan and other countries con- 
tinued heavy. Exports of Hongkong 
manufactured goods to the U.K., US., 
West Germany and Malaya remained 
substantial but re-exports of Chinese 
products to Thailand and Singapore 
declined. 


China—Heavy imports of foodstuffs 
and light industrial products from China 
are also reflected from the fact that more 
than half of the goods now stored in 
local godowns are imports from China 
such as canned food, frozen goods, 
cotton textiles, paper, cement, sugar, 
sundry goods, etc. The slow down in 
reexports of these goods to S.E. Asia has 
already caused a shortage of storage space 
in a number of local godowns. 


Imports of firewood and bricks from 
China were resumed but quantities were 
still restricted to small lots. Imports of 
cement declined recently but it was 
difficult to ascertain whether Canton 
would further curtail the supply of this 
item to the local market. 


China’s purchases from the local com- 
modity market were, as usual, limited 
to small lots of base metals and 
pharmaceuticals. Demand for cellophane 
paper was not sustained. 


The Hongkong Standard reported last 
week that the smuggling of “all kinds of 
goods” into China was very active. The 
Paper related: “A reliable report from 
Canton said that during the three months 
from June to August this year, some 
400,000 Yuan were transferred from 
Canton alone to Hongkong” as a result 
of the active smuggling trade. 


Japan—4,000 tons of industrial supplies 
and consumer goods arrived from Japan 
during the week; principal items included 
cement, woollen and cotton textiles, 
paper, sundry goods and toys. Local 
dealers booked more woollen goods and 
toys from Japan in anticipation of better 
local demand during the holiday season. 

According to a Reuter’s report from 
Kuala Lumpur, the Japanese Embassy 
there had disclosed that a caravan of 
Japanese motor vehicles (midget cars, 
motor cycles and scooters) will soon visit 
Hongkong and other leading cities in 
S.E. Asia. 

At present, small cars from Europe, 
Australia and the U.K. are enjoying an 
ever increasing demand in Hongkong. 
Japan should have introduced some of 
her midget cars to Hongkong much 
earlier. 

Hongkong welcome the addition of 
another source of supply of small cars 
because some local agents of European 
car manufacturers are charging far too 
much for their tin-can midgets. Their 
services are also far from ideal. 

One suggestion to Japanese manufac- 
turers: establish a good servicing plant 
here and get an efficient local agent. 
The Bank of Tokyo here can finance the 
sales on instalment-payment terms and if 
the interest charged can be cut to less 
than 0.5 per cent per month and the price 
is right, the local population can easily 
take up at least 100 cars or more in the 
first two or three months. 

The United Kingdom—While Lan- 
cashire waited impatiently for a reply 
from Hongkong textile manufacturers 
on the restriction of cotton goods exports 
to the U.K., a Manchester raw cotton 
merchant advocated a complete shutdown 
of all Lancashire mills during the 
Christmas holidays “to educate the 
Government on the: Hongkong imports 
issue.” The industry should be closed 
down, he urged, until imports of yarn 
and cloth are curtailed. 

On the other hand, Mr, F. J. Erroll, 
the newly-appointed British Economic 
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Secretary to the Treasury, told Lancashire 
textile chiefs that to try to stop the 
increased flow of manufactured exports 
from the newly developing countries 
would have disastrous consequences for 
the Free World in the long run: “TE 
these newly developing countries are to 
succeed in narrowing the wide gap 
between their living standards and those 
of Western Europe and North America, 
they simply must be allowed to increase 
their export earnings.” 


Exports to the U.K. last week exceeded 
7,000 tons consisting chiefly of cotton 
textiles, rubber shoes, plastics, shirts, toys 
and -produce. Demand from the U.K. 
for cotton goods remained steady but the 
number of orders for rubber footwear 
dropped. Orders from London for 
produce also covered only a_ selective 
number of items and quantities involved 
were not very impressive. 


Imports totalled about 6,000 tons; 
principal items included automobiles, 
woollen goods, base metals, patent medi- 
cines, provisions and other consumer 
goods. The reduction of bank rate in 
London had no immediate effect on trade 
between Hongkong and the U.K. 


Europe—Demand from Europe for 
produce and other Chinese goods turned 
sluggish. According to reports from 
Canton, a West German-merchant bought 
about 10,000 gross of pencils at the Export 
Commodities Fair there last week. Im- 
porters in Denmark bought substantial 
quantities of oils, casing, tobacco and 
other produce direct from Canton instead 
of from the local market. 


Exports of Hongkong manufactured 
goods to Europe, particularly to West 
Germany, continued to improve. Over 
50 per cent of exports to Europe last week 
consisted of Hongkong-made _ shirts, 
embroideries, napery, gloves, plastics and 
costume jewellery. 

The United States—American garment 
manufacturers continued their agitation 
for the restriction of imports of Hong- 
kong-made clothing. Without presenting 
any proof, they alleged that at least 10 
per cent of tailor-made men’s and 
women’s suits sold in the United States 
were made in Hongkong. 

A local manufacturer last week com- 
mented that American manufacturers 
should endeavour to make their goods 
more attractive to American consumers 
by improving the quality and reducing 
the price through automation and other 
technical means instead of following 
British textile manufacturers’ example of 
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demanding restriction on imports from 
Hongkong. 

Thailand—Exports of consumer goods, 
particularly of Chinese products, to 
Bangkok were not as heavy as during the 
first half of this month. New orders 
covered only small lots of structural steels, 
paper, pharmaceuticals, garments and 
winter wear. 

Imports of rice from Bangkok also 
declined. Rice exporters there marked 
down their quotations but Hongkong 
merchants wanted still lower prices. 

Indonesia—Djakarta_ made selective 
purchases of essential items from here last 
week covering sewing machines, paper 
and other essentials; quantities involved 
were insignificant. 

Reports from Tokyo indicated that 
Japanese businessmen were negotiating 
with Indonesian merchants to trade with 
China through Djakarta. Earlier this 
month, it was rumoured that Japan was 
trying to sell steel products to China 
through Indonesia. 

Djakarta was also reported to be 
negotiating the purchase of a large 
quantity of cotton from Egypt. The 
cotton will be shipped direct from Egypt 
to Japan for processing. 

If these reports are reliable, Hong- 
kong cotton mills will not get many 
orders from Djakarta for cotton textiles 
in the near future. 

Malaya—Exports of Hongkong manu- 
factures and Chinese goods to Singapore 
and Malaya slowed down partly due to 
the curtailed reexports from there to 
Indonesia and partly on account of the 
restrictions imposed by Singapore and 


Commodities: 


Kuala Lumpur on the import of Chinese 
cotton textiles. 


According to reports from Singapore 
last week, Chinese textile importers there 
were seeking a relaxation of the ban on 
imports of Chinese cotton piecegoods. 


Towards the end of last week Singa- 
pore businessmen reported that China had 
suspended all shipments to Singapore and 
Malaya. There was, however, no official 
statement from the Chinese Government. 

Taiwan—The adoption of a single rate 
of exchange in Taiwan is a right step 
towards a more healthy economy. Prices 
for some commodities such as crude oil, 
machines and fertilizers will be higher in 
Taiwan. On the other hand, the new 
measure will stimulate shipments of sugar 
and other Taiwan staples to Hongkong. 

Laos—The Laotian Government re- 
duced the tariff on essential imports by 
about 30 per cent. Hongkong merchants 
were anticipating more orders from 
Vientiane for cotton goods, metals and 
provisions. 

North Vietnam—A North . Vietnamese 
trade mission came here to set up an 
office for the promotion of trade with 
Hongkong. At present, North Vietnam 
is importing rayon goods and fishing 
equipment direct from Japan and buying 
Chinese light industrial products mostly 
from Peking. 

Purchases from the local market are 
limited to small quantities of coconut oil, 
chemicals and patent medicines. The 
mission will be interested mainly in 
selling more cement, medicinal herbs and 
other produce to Hongkong. 


Demand Selective 


But Prices Very Steady 


Produce—The market was active but 
the volume of business was still small 
because demand from various sources was 
selective. 

Enquiries from Japan covered maize, 
sesame, groundnut kernel, green pea, soya 
bean and realgar but most orders fell 
through because buying offers were too 
low. Demand from Burma for ground- 
nut oil was sustained but transactions 
were also handicapped by low buying 
offers. The U.K. and Europe were 
buying various items direct from Canton 
while orders from the Philippines, 
Singapore and Australia covered only 
some beans and woodoil. 

Prices continued steady because supply 
of various popular items from China was 
still difficult to get’ while replenishment 


cost of produce from S.E. Asia remained 
high. 

Metals—In spite of the arrival of 
structural steels and base metals from the 
U.K., U.S., Europe and Japan, local 
stocks of various items were still very low. 
Dealers here have been very conservative 
in booking replenishments this year. 

Reexports to S.E. Asia remained 
sluggish but strong local demand for 
building materials and factory supplies 
kept prices very steady. 

Paper—Demand from China for cello- 
phane and a few other items was not 
sustained. The market was kept steady 
by orders from Korea, Thailand, 
Indonesia, Laos and Taiwan for news- 
print, woodfree, poster, sulphite, mg cap, 
tissue, glassine, flint, cellophane and 
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duplex board. The volume of business, 
however, was small because orders from 


these sources were limited to a few 
thousand dollars each. 
Industrial _ Chemicals—European _ in- 


dents for a number of items (sodium 
cyanide, bronze powder, glycerine, etc.) 
advanced during the week. It was 
rumoured that China was buying these 
items in Europe. 

Trading in the local market was very 
quiet. In exports, there were only orders 
from Korea, for sodium cyanide and rosin 
and from Taiwan for lead oxide. Local 
factories absorbed sodium hydrosulphite, 
oxalic acid, shellac, calcium hypochlorate, 
titanium dioxide, soda ash and lithopone; 
but the consumption was very small. 

Pharmaceuticals—Sulfonamides, aspirin, 
phenacetin, saccharine crystal, ascobic 
acid and vitamin B2 retained demand 
from Singapore, Malaya, Cambodia, 
Thailand, Taiwan and Korea. Most 
orders fell through either on account of 
short supply or because buying offers 
were too low. China absorbed some 
antipyrin but the order was too small to 
stimulate the market. 

Cotton Yarn—Manila importers 6rdered 
some Hongkong cotton yarn last week. 
Exports to other S.E. Asian countries 
were quiet. Local sales also slowed 
down. Prices were firm on low stock. 


Cotton Piecegoods—Singapore impor- 


ters booked about 10,000: pieces of 
Hongkong cotton piecegoods and 
enquired for another 20,000 pieces of 
Chinese cloth. The U.K. and West 


Africa continued to order Hongkong grey 
cloth last week but the volume was much 
less than during the first two weeks of 
this month. 


Rice—Prices remained at a low level 


especially after Bangkok indents had 
further dropped. 
Wheat Flour—Hongkong brands 


firmed on improved local demand and 
exports to Cambodia and Burma. 
Imported brands, however, continued 
weak especially after the arrival of fresh 
supplies from Canada, Australia and 
other sources. 

Sugar—The price war between Chinese 
and Taiwan sugar continued. Reexports 
remained quiet. Hongkong products 
were further marked down to meet the 
competition. 

Cement—Green Island products en- 
joyed better export and local demand 
after’ prices for Japanese and Chinese 
brands had marked up; imports from 
Japan and China also slowed -down. 
There was no supply from Taiwan. 
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Hongkong Manufactures Marking 


Time? 


ONGKONG products are barely 
keeping above last year’s export 
level: in the first ten months of the year 
exports of goods wholly or principally of 
Hongkong origin were only 2°% higher 
than in the same period last year. The 
most serious falls were of cotton yarns, 
piece goods, unembroidered towels & 
embroidered linen (9°%), electric torches 
(27%), gloves and mittens (9%), veget- 
able plait furniture (5°94) and buttons 
and studs not of precious metal (4°). 
Considerable gains were made, how- 
ever, in footwear (38°/ more than in the 
first ten months of 1957), toys and games 
(26%), and made-up garments and 
clothing (15%). Total for the textiles 
group as a whole was a rise of 2°4 on 
last year’s comparable period. 
The geographical distribution of ex- 
ported Hongkong products shows the 


PRINCIPAL MARKETS FOR HONGKONG PRODUCTS 
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Africa (37°), Laos (65°) and the Bel- 
gian Congo (45%). Other countries 
buying fewer Hongkong goods, but with 
less effect on the total figure because they 


(products wholly or principally of Hongkong origin) 


Million HK$ 
1958 1957 
October first 10 first 10 % change 
1958 months months 
(5h) MME eee, anther on oe 27.1 264.9 231.5 + 15% 
TUSA Yi) fee: -clecrecteeaens 16.1 168.4 106.7 + 57% 
Malayan rasa: semis meer errr 7.0 82.3 80.7 See Ie 
Indonesia. Soanddnscar ose ae PRS) 44.8 Hea — 42% 
Germany? 99. ease ene tee oe 42 34.0 16.9 +101% 
Auistralia™ | anv sect hash neers 3.7 32.9 29.9 + 10% 
‘Thailand’. .. eaten: eo eee 3.8 32a 35.5 — 8% 
INperiau cen aie Cie cae eres 3.9 Desi 20.6 + 34% 
French Equatorial & West Africa 3.3 25.3 2953 — 14% 


TOTAL HONGKONG ——— 


EXPORTS—MAIN MARKETS 


Million HK$ 


° 


swing away from Africa and Asia and hse AIS 
towards Europe and North America that 1958 first 10 1957 first 
the recession in world commodity prices months 10 months 
and the growth of protected domestic UK. .... 34.0 318.2 +15% 
industry in the Afro-Asian countries Malaya... 3199012. ur ve 
| d Th WESTAG ee coe 260.6 +66% 
would lead one to expect. The first- GAibneh a see 166.4 — 9%, 
ten-months figures show a rise of 22% Indonesia. 9.0 164.4 —40% 
in shipments to Europe, including the Mainland F 
U.K., but a fall of 27% in non-Com- j China .. Te ee iene 
. apan : : : ae 
monwealth African markets. ss eA WIG 634 + 18% 
The Most serious falls were to Indo- Germany . 6.4 53.1: +51% 
nesia (42°), Philippines (44°%), South 
EXPORTS OF HONGKONG MANUFACTURES 
(products wholly or principally of Hongkong origin) 
Million HK$ 
1958 1957 
October first 10 first 10 °% change 
1958 months months 
Mextiless, sy.cccth.. peatees: 65 586 573° + 2% 
Of which 
Cotton yarns, piece goods, 
unembroidered towels & 
embroidered linen ...... 33 283 312 — 9% 
Made-up garments & clothing 32 303 261 +15% 
ROOLW CAN a cro Renee Rie hg. sats. ye 6.7 79.6 57.6 +38% 
Toys & games (including baby 
carriages & playing cards) .. 5.8 53.3 42.4 +26% 
Household utensils (enamelled) 6.6 54.9 54.3 + 1% 
Gloves & mittens. is nn sees 2.8 46.3 50.8 — 9% 
Blectric torches; "aan steaeee 3.3 26.1 35.8 —27% 
Furniture of vegetable plaiting— 
bamboo, willow etc. ........ 2.0 19.5 20.6 — 5% 
Buttons & studs not of precious 
Bean he ee 14 12.7 13.2 4, 
i Alin, 878 848 + 4% 
OTA taal ket ate ere 106.9 1,026 1,003 + 2% 


represented a small proportion of it be- 
fore, were Burma (62°, down), Cam- 
bodia (51°), Mainland China (71%) 
and Taiwan (55%). 

On the other hand, South Korea and 
Fiji increased their purchases, as did many 
countries in Europe (Italy, Netherlands, 
Norway, Sweden and Switzerland—as 
well as Germany, which doubled her 
buying, and the U.K. which bought 15% 
more, 

The table shows the percentage 
changes in Hongkong’s nine most im- 
portant customers for her own products. 
The encouraging thing, of course, is the 
higher sales to Germany, the U.S.A., 
Nigeria and the U.K. 

The re-export trade was worth 
HK$1,579 million in the year to October, 
1958. In other words, manufacturing 
and processing industries brought in 40% 
of the Colony’s registered export earn- 
ings, and the visible entrepot trade was 
responsible for 60% of it. The principal 
fifteen re-export markets are listed in the 
accompanying table in order of import- 
ance—with Malaya, Thailand, Mainland 
China and Indonesia heading the list. 

On the import side, the feature of the 
October figures was the record monthly 
value total from mainland China— 
HK$151.1 million. China increased her 
exports to the Colony during the first ten 
months of the year by $182.1 million, 
making a total of $1,109 million or 30°/ 
of Hongkong’s entire imports. 

China’s favourable trading balance 
with the Colony totalled $986.4 million 
in the first ten months, or 20°4 more 
than in the same period last year. 
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THE EXCHANGE MARKET 


Trading Quiet and Rates Lower 


By Fuchun Chan 


U.S. Dollar Bearish 


HE MARKET continued quiet last 
week. Rates declined on the 
strength of the Pound Sterling. Trading 
totals were: T. T. U.S.$2,690,000; Notes 


cash U.S.$270,000 and forward 
U.S.$770,000. 
U. S. § —————- 
Nov. T.T. gh Rs Notes Notes 
High Low High Low 
LP SoBe SI8%, S774 d/7 
WS" 578% 578% 577. 576% 
19 578% 578% 577% 576% 
20 578% 578% 577% 576% 
Die 57825 (578047 VST Ae 516% 
22 578% | 578 576%, 576% 
D.D. rates: High 577%, Low 577. 


In the T. T. sector, offers from Japan, 
Korea and other South East Asian 
countries were eager and plentiful; buyers, 
however, were hesitating. 

The notes market was very quiet. 
Interest favoured sellers and aggregated 
95 HK cents per U.S.$1,000. Speculative 
positions averaged U.S.$800,000 per day. 

The D. D. sector was also quiet. 
Oversea Chinese remittances were much 
less than this time last year. 


Far Eastern Exchange 


Highest and lowest per foreign currency 
unit per HK$: Philippines 1.6525— 
1.635, Japan 0.01485—0.01475, Malaya 
1.885, South Vietnam 0.0701—0.0699, 
Laos 0.0724—0.07216, Cambodia 0.074, 


Thailand  0.27475—0.2739, Inidonesia 
0.0625. Sales: Pesos 230,000, Yen 61 
million, Malayan $260,000, Piastre 8 


million, Kip 6 million, Rial 6 million. 
Baht 3 million, Rupiah 250,000. 

The news of the issue of a big deno- 
mination of 10,000-Yen notes had no 
immediate effect on the local market. 
Reports from Japan indicated that 
authorities there would prevent these big 
notes from being smuggled to Hongkong. 
Actually there is no demand here for 
10,000-Yen notes; speculation in Yen is 
no longer active in Hongkong. 


Yuan Rallies 


People’s Yuan notes were quoted 


HK$1.01—0.86 per Yuan. During the 
past three weeks, Yuan registered good 
gains but free market quotations were 
still much below than official rates. 


Taiwan Dollar Quiet 


Taiwan Dollar notes were quoted 
HK$0.129—0.1285 per Dollar; remittances 
at 0.127—0.126. The introduction of 
unified exchange rates in Taiwan had no 
effect on the local market. The fixing of 
36.08 per U.S.$ is to simplify the calcula- 
tion; it is equivalent to the previous rate 
of 24.58 plus 11.50 per U.S§. 


Bank Notes 


Highest and lowest rates per foreign 
currency unit in HK$: England 16.08— 
16.05, Scotland 14.80, Ireland 13.50, 
Australia 12.67—12.64, New Zealand 
13.90—13.85, Egypt 10.05, East Africa 
15.10, South Africa 15.76—15.75, West 
Africa 13.00, Jamaica 13.50, Gibraltar 
13.50, Malta 12.50, Cyprus 12.50, Fiji 
10.00, India 1.178—1.175, Pakistan 0.83 
—0.82, Ceylon 0.885—0.88, Burma 0.52, 
Malaya 1.849—1.838, Canada 5.9325— 
5.8925, Cuba 5.00, Argentina 0.12, Brazil 
0.035, Peru 0.24, Mexico 0.40, Philip- 
pines 1.7175—1.705, Switzerland 1.34, 
West Germany  1.365—1.3575, Italy 
0.00905, Belgium 0.107, Sweden 1.02, 
Norway 0.72, Denmark 0.77, Netherlands 
1.45, France 0.0126—0.0124, South 
Vietnam 0.071—0.0705, Laos 0.067— 
0.066, Cambodia 0.074, New Guinea 1.00, 
Indonesia 0.064—0.062, Thailand 0.2685 
—0.265, Macao 0.998, Japan 0.015— 
0.0148. 

Opening and closing prices were 252% 
and 252; highest and lowest, 252% and 
251%. The market was quiet with prices 
bearish in sympathy with U.S.$ exchange 
rates. Interest favoured sellers and 
aggregated 28 HK cents per 10 taels of 
.945 fine. 

Tradings averaged 3,200 taels per day 
amounting to 19,200 taels for the week 
including 10,290 taels transacted in cash 
(1,590 taels listed and 8,700 _ taels 
arranged). 
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Gold Also Weak 
GOLD HIGHS & LOWS —— 


Nov. High .945 Low .945 
17 $252% 252% 
18 252% 252% 
19 252% 252 
20 252% 252 
21 252% 251% 
22 252 251% 


Macao .99 
262% High 


Low 262% 


Gold Imports & Exports 


A shipment of 25,000 fine ounces 
reached Macao during the week. Hong- 
kong’s imports from Macao totalled 7,000 
taels. Exports totalled 8,000 taels (5,500 
taels to Singapore, 1,500 taels to Bangkok, 
and 1,000 taels to Rangoon). Differences 
paid for local and Macao .99 fine were 
HK$12.50 and 11.20—11.10 respectively 
per tael of .945 fine. Cross rates were 
U.S.$38.05—38.04 per fine ounce; 8,000 
fine ounces were contracted at 38.04 per 
fine ounce cif Macao. 

U. S. double eagle old and new coins 
were quoted HK$262 and 238 respective- 
ly per coin, English Sovereigns at HK $59 
per coin, and Mexican gold coins at 
HK$270 per coin. 


Silver Transactions 


400 taels of bar silver were traded at 
HK$5.80 per tael, and 600 dollar coins at 
HK$3.73 per coin., Twenty-cent silver 
coins were quoted HK$2.85 per five coins. 


Last Week’s Selling Rates 
of Local Exchange Dealers 


Country In HK$ In US$ 
America (Dollar) . 5.77 — 
Australia (Pound) . 12.75 2.212 
Britain (Pound) .. 16.10 2.793 
Burma (Kyat) . 0.54 0.094 
Cambodia (Rial) 0.076 0.01318 


Canada (Dollar) . 5.91 1.025 
Ceylon (Rupee) .. 0.95 0.165 
France (Franc) ... 0.0127 0.002203 
Hongkong (Dollar) — 0.17361 
India (Rupee) 1.185 0.206 
Indonesia (Rupiah) 0.065 0.01127 
Japan’ (Yen): 3... - 0.0149 0.002585 
Macao. (Pataca) se ICO} 0.175 
New Zealand 

(Pound) 14.00 2.428 
Pakistan (Rupee) 0.87 0.151 
Philippines (Peso) 1.725 0.299 
Singapore (Dollar) 1.85 0.321 
South Africa 

(Pound) 15.80 2.741 
Switzerland (Franc) 1.36 0.236 
Taiwan (Dollar) 0.134 0.02324 
Thailand (Baht) 0.272 0.04718 
South Vietnam 

0.072 0.01249 


(Piastre) 


EE 
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| COMPANIES & SHARES | 


Edited by Richard Ying 


Reduction In British Bank Rate 
Stimulates Hongkong Shares 


HE REDUCTION of interest rate in 
London by one half per cent to four 
per cent stimulated the local share market 
during the second half of last week. 
Investors were particularly keen on 
Utilities, Lands, Hotels, Stores and 
Cements. Most shares registered gains 
and closed firmer than at the end of the 
preceding week. 

On the other hand, some over- 
sensitive investors figured the lower in- 
serest rate would reduce the earnings of 
H.K. Banks. This erroneous deduction 
accounted partly for the drop of $5 during 
the week. 

Another school of thought was that 
H.K. Banks at $745/$740 were yielding 
only a little over 6 per cent per annum; 
this share would be more attractive if the 
yield could be increased to about 7 per 
cent. 


Watsons Reach 1958 New High 


Watsons registered an impressive gain 
of 80 cents during the week. It was 
rumoured that the Company’s balance 


Share Nov. 14 Highest Lowest 
HK. Bank ...%6 745 745 740 
Union Ins. ..... 73b 73.50 72.50b 
Lombard 27n 27b 27n 
Wheelock 5.30 5.35 5.30 
Int; avs, &:.:. 20%, 5b 5.10 5b 
Allied Inv. .... 4.10n 4.10n 4.025 
H.K. & FE. Inv. 9.30n 9.50s 950s 
HS Wharfiun. . -95:50s. 95s 94n 
HK Dock sien 42.75b 43 42b 
Provident suits 11.50 12.30s 11.40 
HK Wand) sepsis. S025 30 
PRRs Realty ci V35 1,375 1.35 
BK. Hotel... 21.30 21.40 21.20 
Star Ferry ©: corn 108s 107s 106 
Yaumativ ve) yee 90s 90.50 89 
Tramsy\, os NSaeis 25b 25.80 25.10 
Lightie Gorse ecerts 17.10 17.10 17 
Blectrice. Wen.atnts 24.70s 24.50 24.40 
Telephone 23.80 24 23.70 
Cement) Aiko 23.70b 24.80 23.90 
Dairy Farm 15.40 15.80s 15.40 
Watson a: activins 11.70 12.50 11.90 
Amal Rubber ... 1.80 1.85 1.80 
OSGIE? Ce Nernst 4n, 4n 4s 
Nanyaig, © ..c.. 7.05 7.05 7.05n 


sheet for the year ending October 1958 
showed a better profit than that for the 
preceding year on account of the lower 
prices for sugar used in the manufacturing 
of soft drinks. 

Investors were therefore anticipating a 
dividend of about $1.20 per share and/or 
a bonus issue. At $12.50, Watsons 
reached a new 1958 high but still lower 
than the highest of $14.50 in 1957. The 
Company last year paid a dividend of $1 
plus a new issue of 1 new share against 
6 old shares. 

Dairy Farms also advanced but the 
closing rate at $15.80s was still below the 
highest for the first 10 months of this 
year at $17.90. : 


Providents Rally 


Providents attracted a considerable 
number of buyers registering a total turn- 
over of about 9,400 shares. The Com- 
pany is enjoying very good godown 
business at present. Quotations rallied to 
$12.30s at the close on Friday; highest 


QUOTATIONS FOR SELECTED HONGKONG SHARES 
Last Week’s Rate 


Estimated 
Closing Up & Down Dividend Yield (%) 
740 —$5 $45 6.08 
73.50n +50c $3.40 4.63 
27b steady $2 7.41 
5.30 steady 75c 14.15 
5.05 +5c 65c 12.87 
4.025n —7%,c  25¢ 6.21 
950s +20c 80c 8.42 
94n —$1.50 $9 9.57 
43 +25¢ $2 4.65 
12.30s  +80c $1 8.13 
30.25 firm $2.40 7.93 
1.375 +2%c 15c 10.91 
21.40 +10c $1.50 7.01 
106s —$2 $9 8.49 
90 steady $7.50 8.33 
25.80 +80c $1.90 7.36 
17.10 firm $1.10 6.43 
24.40 —30c $1.90 7.79 
23.90 +10c $1.50 6.28 
24.80 +$1.10 $3 12.10 
15.80s +40c $1.775 11.23 
12.50 +80c $1 8.00 
185 +5c 20c 10.81 
4n steady 60c 15.00 
7.05n steady $1.10 15.60 
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during the first 10 months of this year 
was $12.80. 

Wheelocks first recoveréd to $5.35 but 
sank to $5.30 during the second half 
week because someone had brought a 
large parcel of old $20 shares from 
Shanghai and dumped them on the 
market. The price of $5.30 is a record 
low figure. 


More Business This Week? 


The market at the close on Friday was 
very firm. Many brokers were looking 
forward to more business this week. 
Some observers, however, commented 
that the local share market had been 
sluggish recently not because investments 
were restricted by high interest rate but 
on account of the fact that local banks 
had been very reluctant to grant over- 
drafts. 

Another reduction in interest rate 
therefore would not stimulate the’ market 
to any appreciable extent. Furthermore, 
during the next few weeks, a total amount 
of about $10 million will be absorbed by 
the new issue of Electrics and $15 million 
by that of ‘Telephones. 

On Saturday, it was reported that local 
banks were not considering any reduction 
in interest rate. 


